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Be Saved ? 


HE Budget debates in the House of Commons are over and the 

Lords also last week had a full-dress debate on the economic situa- 
tion. From these discussions there has emerged a general acceptance of 
Sir Stafford Cripps’s disinflationary budgeting—an acceptance that 
ranges from a very grudging assent from some of his supporters to a 
real satisfaction in other quarters that the national finances are now 
being conducted with political honesty towards a logically defined goal. 
The short-term problems facing the British economy afe being 
courageously and soundly tackled. 

But the short term is not the whole story. Anyone who reads the 
Budget debates through from beginning to end can hardly fail to be 
struck by the almost complete failure of Parliament to lift its eyes 
from the exigencies of the moment and to ask in which direction the 
national economy is drifting. There were one or two honourable excep- 
tions—Mr Benson, Mr Eccles and Mr Boothby in the Commons and 
Lord Brand in the Lords—but their speeches apparently fell upon deaf 
ears. Certainly no Minister committed himself to anything about the 
wider prospect. It appears still to be the basis of policy that the country 
is caught in the grip of forces that are both temporary and beyond 
its control. The “transition period” is proving to be longer and more 
painful than was expected. But some day the war will be over, and 
then all the good things that have been promised will come true. There 
will be plenty for all ; the rationing schemes and all the restrictive alloca- 
tion schemes will be abolished ; taxes will be reduced ; and full employ- 
ment will become the boon it was thought tobe, instead of the burden 
it now is. Or if all these things do not happen, it will be time enough 
to think why when the present overpowering difficulty of the dollar 
shortage has been removed. 

It is true that the dollar shortage can hardly be the result of any 
mistakes in specifically British policy, since the whole world is suffering 
from it...It is true also that the end of the world-wide inflation, 
when. it. comes—as it inevitably will some day—will bring, some 


,telief.to.the British balance of payments. But it-is becoming more 


difficult month by month to believe that any external events will put the 
British-economy back into working order. There is a great deal, to be 


done at home as well. Even if world markets were to return. toe normal 


to-morrow, the British economy would still be badly out of joint. The 


“ catises of that,:and the remedies for it, are to be sought at home. 


Mery few people in this country can acquit themselves on the charge 
of having ‘been over-optimistic three years ago when the! war‘ended.- It 


“was entirely natural that ‘the strains’ of the°war should have had’ sucha 
~ teaction.”” "The real ‘test is whether ‘there is enough realism to face the 


facts ‘now. And one of the wnpleasantest facts that have to be faced is 


_ that the British economy has been getting out of gear for a long time 


past, Perhaps this is most strikingly ‘sevealed by the trend. of imports 


and exports. In the late 1930s +9 average inhabitant of ‘this country 
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was importing nearly 20 per cent more than in 1913 but 
exporting nearly 40 per cent less. This would have called for 
correction long before the war, had it not been for the “ favour- 
able ” trend of the terms of trade and for the modérating effect 
of heavy unemployment. Had there been full employment in 
Great Britain in 1938, the deficit on the balance of payments 
in that year would have been not {70 million but-at least 
double and perhaps three times that figure. Even before the 
war Britain could not have paid its way and maintained full 
employment at the same time. If further evidence is needed 
that something was radically wrong before the war, it can be 
found in the details of technological backwardness that have been 
uncovered in recent years in far too many British industries. 


* 


To call attention to these facts is inevitably depressing. But 
it is not done here with any intention of reaching a defeatist 
conclusion. On the contrary, what is to be drawn from these 
painful facts is a challenge to diagnose causes and to suggest 
remedies. There is no reason why the British economy should 
not be a self-supporting, or even a flourishing, one. The native 
resources of the land and people have not deserted them. If, 
then, the economy is limping, there must be a reason, and if the 
cause can be found it can be put right. For the past year, 
public opinion has rightly been concentrating on policy for the 
short term, and its pressure has achieved a quite remarkable 
change of front by the Government. But for the moment, there 
is comparatively little more to be said about short-term policy. 
Between Sir Stafford Cripps’s new realism and the fresh respite 
—partial though it is—granted by Marshall aid, it is moving 
in the right direction. The attention of the public now needs to 
be focused on some of the problems of the longer run. 

All those problems are, indeed, wrapped up in one—and that 
is to make the United Kingdom once more an efficient economic 
mechanism. It has been said that an economic system should 
have three aims—to be efficient, to be stable, to be equitable. 
Stability and equity have had a long and fruitful innings—Full 
Employment and Social Security are their watchwords, It is 
time that the spotlight was turned on efficiency and that the 
energies of politicians and economists were directed towards 
the search for means whereby the economy can once more be 
brought into the happy state of delivering the goods—the goods 
that are needed to sustain the standard of living at home and 
the goods that will be acceptable to the world in payment for 
necessary and desirable imports. It does not necessarily follow 
that stability and equity will have to beat any retreat—that will 
be for examination. But at the very least, they will have to mark 
time until sheer technical efficiency catches up. In the years 
between the wars it is now clear that Britain was living beyond 
its means—that is, beyond any means that it could permanently 
rely on, Now, with all the added dislocations and destructions 
of the war, the problem is far graver. Without a mighty effort 
of self-analysis and regeneration, Britain will find itself dying 
beyond ‘its means. 

As some contribution towards the discussion of these long- 
range problems The E-onomist proposes in the coming weeks 
—not in a formal series of‘ articles, but from time to time—to 
take a number of them up for what can only be brief and sum- 
mary review. It need hardly be said that the intention is not 
to score any political points or to establish a case for either 
capitalism or socialism as such—though it may be appropriate, 
when the enquiry is completed, te discuss whether there is a 
greater hope of effective economic statesmanship on the Left 
or on the Right. Until that point is reached, however, the 

endeavour will be to analyse the fundamental economic prob- 
i Ada Mae hs ts tee a 


called in from’ Mars, who had no knowledge of the present 


doctrines or past record of any political party. 
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What would such a visitor from Mars single out as the chief 
economic problems that Britain will have to face ?». The:bi 
overwhelmingly re is of course the problem of 
a balance in the Sfonal sip, obede bce egal 
tion in which not only i is there no deficit in the balance of pay. 
ments, but the level of imports is allowed fo rise enough to 
make most, if not quite all, of the rationing and allocation 
schemes unnecessary. But our Martian would not have to look 
very far beneath the surface of this problem to discover that, in 
so far as it was not caused by dislocations.in the outside world 
beyond the control of any British Government, the anaemia of 
British selling power was merely a reflection of deeper weak- 
nesses in the national economy. The balance of payments is nor 
so. much a problem as an epitome of problems, and it is to ity 
causes that any searching enquiry must turn. Everybody wil 
have his own candidates for the list of the most pressing topics, 
but the four that ‘follow could hardly be omitted from any. 


1. Perhaps the most important problem of all is for the 
British community to decide how much of its resources it wil] 
devote, year by year, to the replacement and improvement of its 
productive equipment. Capital, in the inter-war years, was 
undoubtedly neglected in Britain, and if this country is 
keep pace either with Russia on the one hand or with America 
on the other, there will have to be a vastly greater volume of 
capital creation than there was before the war. It will haye;to 
be enquired why there was so little, and what can be done to 
increase the flow of productive capital projects. And to the 
extent that this is successful, it will have to be asked where the 
savings are to come from. 


2. When the share of the national resources that is whe 
taken by capital creation has been determined, the next problem 
will be to consider how much should go to another of thé 
three great constituents, to the services of the Govem 
ment. This is the problem of the Budget and taxation. Is 
there any prospect of any sizeable reduction in taxation without 
an abandonment of some of the present activities of the Goverm 
ment ? And if this is the choice, what should the decision be? 


3. The third problem is to find the means whereby the 
present <nstincts of restriction, which still so strongly influence 
both the management side of industry and organised labour, 
can be converted into the opposite instinct of expansion. It 
can be done, for it has been done both in Russia and if 
America. How can it be done here ? How can both the British 
employer and the British worker be persuaded that he can best 
serve his own interest, as well as the community’s, by consciously 
trying to produce better goods and services at lower costs ? 


4. . Finally, there is the problem of striking a better balance. 
than has been achieved hitherto between the individual citizen’s 
desire for, and right. to, security and dignity and the com: 
munity’s need for maximum economic efficency. In abstract 
terms, this is the clash between Security and Progress. in mote 
concrete terms, it is the difficulty of seeing that social security, 
the right of collective bargaining and the rest of the apparatus. 
of the welfare state do not too badly impede the path of con- 
structve enterprise, whether privately or publicly owned... It 
is the problem of meeting the social demand for a national 
minimum without wholly breaking the connection between 
efforts and rewards. 


And-pechape Bilifid all tons didinatlseacn’ thes ts « Facile 
mental matter which is more one of the spirit.. That is the. 
task of persuading the British people that they are truly members. 
one of the other and that no one class can help itself merely’ 
by penalising another. Whatever may have been true of the 
past, and whatever may once again be true in the for’ 


ite 


future, 
the next decade or two all the inhabitants of these islands ate 
in the same boat. They will sink or swim together. “Sy 
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HE sterling area is under, pressure. , Forces. both from 
within, and from outside the area are making for its, disso- 
lution. Much of the external, pressure arises from profound 
misunderstanding of the genesis, character and operations of the 
monetary mechanism represented by, the sterling area. The 
main misconception, and one which. prevails particularly in the 
United States, is that the sterling area is a consciously created 
and centrally controlled monetary bloc, capable of being used 
at the bidding of authorities in London as an offensive weapon 
of trade discrimination, In fact there is no consciously created 
sterling area. There is no central authority dictating the policy 
of this widely scattered and commercially important group of 
countries. Admittedly there is among them a certain homo- 
geneity of monetary conditions and of exchange and commercial 
policy. Since 1939, moreoyer, the sterling area has represented 
an clement of discrimination against the rest of the world inas- 
much as payments are relatively free within the area and con- 
trolled between the area and non-sterling countries. But it 
would be wrong to assume that these are the product of dicta- 
tion from London, 

The genesis of this somewhat indeterminate, yet powerful 
and clearly recognisable monetary system goes back to the nine- 
teenth century, long before the term “ sterling area” or “ sterling 
bloc” had been coined. It evolved as part of the commercial 
and financial growth oi Britain in the last century. ‘Those were 
the days when sterling was not merely an international currency 
but she international currency, When the gold standard ruled 
the world and Loadon ruled the gold standard, it might have 
been claimed without excessive arrogance, that the sterling area 
comprised nothing less than the whole globe. But, in more 
specific form, the sterling area evolved out of the banking and 
monetary arrangements that grew up around the economic 
development of the dominions and colonies. The trade of these 
New territories was transacted almost exclusively with Great 
Britain. The capital which developed them was provided by 
Britain, either in the form of sterling loans or as direct invest- 
ments. Their banking facilities were provided almost exclu- 
sively by British institutions, some of them with head offices, 
and others with capital largely subscribed, in London. 

For these, and many other reasons, the countries:in question 
found it convenient to keep their currencies stable in terms of 
sterling. That meant maintaining part, if not the whole, of 
their currency reserves in sterling. | Where, as in most colo- 
nies, there was “no local currency, sterling coin constituted a 
large part of theif circulation. For the same reasons, these 
countries found it convenient to keep working balances in 
London and to use those balarices asa fund through which 
they conducted the whole ‘of their payments with other cotin- 
tries, whether ‘sterling or non-sterling. If they traded with 
Britain the payments could be made directly, When they traded 
with other countries it proved equally convenient and efficient to 
use their sterling accounts in London asthe clearing through 
which their payments were canalised. “Sterling was acceptable 
the world over atid could, if necessary, be converted uncondi- 
tionally into any other currency, or even into gold. 

Out of all these influences’ there gradually emerged the 
monetary system which, without ever having been invented and 
without being recognised (since it was part of the international 
gold standard), served the needs of a large part of the trading 
world. Recognition of the. system. dawned after September, 
1931, when sterling left the gold standard and other countries 
had to decide whether they would follow gold or sterling. For 
many countries, which previously had based their currencies on 


“2 The ‘Sterling Area 


sterling, the choice was virtually automatic. Their reserves 
were invested in London, the bulk of their trade was transacted 
with Great Britain, and there was no real alternative to keeping 
in step with: sterling. For others, the ultimate decision emerged 
from a much more careful weighing up of pros and cons... Experi- 
ence soon showed that, in. this. troubled period of the early 
19308, it. was sterling and not gold that made the running, 
that sterling prices kept relatively stable while gold prices con- 
tunued to fall, that Britain maintained its demands for imports 
far better than the United States and that, in fact, the sterling 
area provided a haven of comparative safety from the economic 
blows that continued to rain on the countries that remained 
within the gold bloc. 

The pull of sterling proved strong and the sterling ‘area 
acquired a number of new adherents from outside the Com- 
monwealth family, among them Scandinavian countries, Argen- 
tina, Japan and, somewhat later, France. But, while it was 
recognisable and took definite shape, the sterling area main- 
tained its wholly informal and voluntary character. Members 
of it came and went unbidden. They changed the sterling 
parities of their own currencies on their own volition and with- 
out reference to London, as, for example, was done by Denmark 
and New Zealand. Some, such as Australia, even maintained 
restrictions on capital movements with other members of the 
sterling area. Adherence to the sterling area remained a matter 
of the convenience and self-interest of the participating countries, 
But it should be added that between 1930 and 1938 this con- 
venience and self-interest in its turn depended on the standing 
of sterling as a currency acceptable the world over, convertible 
into any other currency without restriction, though now no 
longer at fixed rates, and convertible even into gold, for which 
London continued to provide a free and active market. 


* 


With the outbreak of war more formal and fundamental 
changes occured in this monetary mechanism. It acquired what 
it had never had before, a statutory definition and recognition. 
Exchange control had to be imposed in Britain and other sterling 
countries for obvious defensive purposes. In order to place as 
few obstacles as possible in the way of commerce between the 
sterling countries, payments were left free to move between 
them, and the barrier of exchange control was placed between 
the sterling area as a whole and the rest of the world. During 
the weeks which immediately preceded the outbreak of the war, 
when sterling was depreciating rapidly in terms of dollars, the 
area had lost most of its non-Commonwealth members, the 
would-be neutrals having no wish to be linked monetarily to 
one of the belligerents. In essence, however,. the sterling area 
in its wartime form remained a voluntary association. Its 
members pooled their common exchange resources. Each deter- 
mined what its import policy should be. All recognised the 
primary need to conserve dollars, but any import licence issued 
by one of the members was automatically eligible for an appro- 


priation of dollars or other hard currency from the central 


reserve, or “ sterling area dollar pool” as it came to be called. 
This, essentially, is what the sterling area has remained to 
this day. It is a voluntary association of countries which pool 


their reserves of foreign exchange and draw for their require-, 


ments on the central pool, which is held by the British Govera- 


ment. Membership of the sterling area is not quite co-terminous, 
with the British Commonwealth of Nations, but very nearly s0,. 
Canada and Newfoundland were never in the sterling area, and. 


Palestine was recently extruded from it as a necessary precau- 





700 


tion against the time of troubles that was clearly impending. 
On the other hand, there are some non-British countries in the 
area. Iraq was an original member ; 
area when it left the Commonwealth ; and ‘was a member 
until it left in a huff some months ago. The association is volun- 
tary not only in the sense that any member is free to leave it, 
but also in that each member operates its own import policy, 
which is financed out of the central pool. The British Govern- 
ment may advise, and warn and suggest—but no more. 

It was in its wartime form that the sterling area came under 
the deep suspicion of the United States Administration. Ameri- 
cam experts and officials understood and appreciated the reasons 
why exchange control had to be imposed during the war. But 
they suspected that measures taken under the stress of war 
might prove convenient to a somewhat enfeebled ex-belli- 
gerent and become thoroughly ingrained habits. They saw the 
sterling area surviving as a permanent monetary bloc and weapon 
of discrimination that could be used against American interests. 
That was why the Anglo-American Financial Agreement, signed 
in December, 1945, concerned itself in such detail with sterling 
area arrangements. It laid down conditions abcut the liberation 
of payments arrangements between the sterling area and the rest 
of the world. In particular, it required that the current earnings 
of foreign exchange by sterling area countries be made available 
for current payments in any part of the world. Furthermore, 
although the Agreement recognised that the great bulk of the 
wartime accumulations of sterling balances must necessarily 
remain immobilised in London for the time being, it stipulated 
that, if any of these sterling balances should be liberated, they 
should be made available in a form that could be spent any- 
where in the world—that is, in effect, that they should be made 
convertible into dollars. The general intention of these condi- 
tions was, in the words of the agreement, “ that any discrimina- 
tion arising from the so-called sterling area dollar pool will be 
entirely removed.” 

This reference to “ discrimination ” gives one important clue 
to the American attitude towards the sterling area. Another 
is also to be found in the Anglo-American financial agreement. 
It lies in the clause which requires that no part of the line of 
credit of $3,750 millions opened to Britain should be used to 
repay any other creditors of the United Kingdom. The intention 


Freedom of 


UBLIC diplomacy concluded in Geneva last week onc of its 
less unsuccessful occasions. For a month representatives 
of 55 nations—eight of them voting solidly with the Russians— 
argued and exchanged documents about freedom of information. 
They ended by adopting with varying majorities three conven- 
tioms on separate aspects of the problem, chosen by the 
American, French and British delegations respectively as of 
outstanding importance—the first on the gathering and inter- 
national transmission of news; the second on the duty to 
correct false news and the methods of doing so ; the third on 
freedom of information in general. The mental exercise did 
everyone good and quite a number of elusive principles 
about the freedom of the. press are now pinned down as 
working rules. The delegates of the west displayed a very 
healthy rivalry even in face of east European solidarity, and 
a strong and professional American delegation was a little 
surprised to find how natural it is for most free Europeans to 
take the principles and practice of the British press as their 
standard. Little harm and quite a lot of good was done ; yet 
the result of so much labour by so many officials at so miich 
cost in hard currency hardly comes up to expectations. 


a remained in the | 
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was to ensure that no part of the dollars lent to Britain wouyy 
repay the wartime accumulations of sterling balances 
Tas ass pana, epxpoented debts which the American; 
likened to the lend-lease obligations 
Sain inks: ciiben cmenananehonivcen eal 
The intention of this clause could be understood and 
Its application, however, presented serious difficulties, © 
difficulties arose out of the pooling of the sterling area’s hard 
currency income and reserves. Once dollars were in the pool it 
was impossible to distinguish those that were produced by the 
line of credit from those earned by sterling area exports to 
countries. When the loan had been exhausted the Americ 
could not altogether suppress the suspicion that this cath 
the agreement had been blatantly ignored. They could not but 
note that in 1946 and 1947 the balances of sterling area coun 
tries had run down by {£201 million, and that over the same 
period these countries had on balance dipped into the central 
gold and dollar pool to the amount of £148 million in order to 
meet their direct deficit with the dollar area, plus another um 
specified amount in making gold and dollar payments to other 
countries. Putting two and two together, the Americans 
probably made the answer considerably more than four. They 
may have seen a conscious utilisation of loan dollars to pay off 
sterling creditors and, therefore, a direct breach of the agree- 
ment where, in fact, nothing so calculated or preconceived 
had occurred. But at least the evidence that could not be 
ignored suggested that the generosity of Britain, in liberating 
accumulated sterling balances and putting hard currencics 
at the disposal of the members of the area, had played 
a considerable part in the unexpectedly rapid exhaustion 
the loan. - 
This seeming diversion of loan dollars to unauthorised pu. 
poses appeared to arise inevitably from the principle of pooling 
the reserves of the sterling area. When, therefore, the situation 
of 1945 recreated itself some two years later with the British 
request for Marshall aid under the European Recovery Pre 
gramme, the Americans suggested that a fundamental revision 
of the sterling area mechanism might be called for. How far 
that mechanism has in fact been at fault in the past, and what 
might be involved in its disruption, are among the issues whose 
consideration must be deferred to a subsequent article. 


Information 


The conference was held under the auspices of the Economic 
and Social Council of the United Nations. The spirit in which 
it tackled its work is expressed in the language of its first 
resolution on General Principles: 

Freedom of information is a fundamental right of the people, 
and is the touchstone of all the freedoms to which the United 
Nations is dedicated, without which world peace cannot well 
be preserved. 

This ‘is. the language and the thought of the days of the 
Atlantic Charter and the Charter of Uno itself, when there was 
hope and belief that freedom would everywhere prevail as a 
result of war. So strong was this hope, that freedom was sub- 
divided into. fundamental liberties, for each of which an organ 
of the United ‘Nations was made responsible. That is how,the 
Economic and Social Council came to deal with freedom of. 
press, radio, news-reels and other “media of information.” 
Unfortunately, the assumptions on which such hopes 
definitions were based are, no longer tenable, The desire of 
governments to co-operate in the observance of certain p 
ples does not exist ; the political and moral terms they ie 
been given diametrically opposed meanings ; the rulers of 
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Burope will not and dare not concede liberties: which ‘the rulers 
of the other half regard as fundamental. To ’the Russians at 
Geneva freedom of the press meant ‘its control by ‘the repre- 
sentatives of the people—that is to say the government: "To the 
vast majority of delegates it meant exactly the opposite. 

What then was to be achieved by reviving out-dated assump- 
tions and aspirations before a conference so deeply divided from 
the very start? One of two things. The non-Communists 
could close their ranks, agree to disagree with the Communists 
and produce a resounding and general declaration of principles 
to which Russia and its satellires would refuse to subscribe. 
Such a result might have sounded impressive ; it might have 
beeti accounted an engagement fought and won in the cold 
wat ; but it would have made no difference to the conditions 
in which journalists and other purveyors of information have 
to work. Cr they could try to draft workable conventions on 
sich matters as the handling of news, the treatment of corres- 
pondents and the correction of untruths and half-truths, which 
might secure some slight measure of observance in Communist 
countries and might set up uniform standards and practice in 
non-Communist countries. The conference chose to follow the 
latter course, well aware that the non-Communist delegations 
would disagree strongly among themselves by the way—causing 
delay if not deadlock. 

The disagreements in the camp/of the free Coufitries were 
full of interest. They demonstrated once again—what must 
never be forgotten when high hopes are set on international 
action—that the drafts presented to such conferences by national 
delegates always reflect the national characteristics and political 
preoccupations of the governments or interests they represent. 
At Geneva the delegates ran true to form. The Kussians 
seemed to want above all to check that criticism and reporting 
about themselves and their allies which they denounce as incite- 
ment to war, and which they attribute to the fact that the 
press in capitalist countries is beyond government control. The 
British stood stoutly for free trade in ideas, the running of risks 
and the simple formulation “ when Pravda is wrong who corrects 
Pravda ?” Mr McNeil, himself a journalist, made one of the 
best speeches of the meeting on the theme that “contest in 
ideas is the basic condition of advancement.” ‘Yet, when it 
came to detailed drafting, the convention on freedom of infor- 
mation submitted by the British contained no less than ten 
exceptions to this “ fundamental human right,” to be enforce- 
able by law—all contributed by the: British delegation and 
generally opposed by the Americans who, among other things, 
dislike the British law of libel. -Even the heart of Mr Bogo- 
molovy must have warmed to the British when he found them 
including in their draft the right of a government to penalise 
“expressions which incite persons to alter by violence the 
sysicom ef government or which provoke disorder,” 

The Americans, who put all their weight behind the con- 
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vention on the gatheting and international trarisntissivn OF news, 
were chiefly interested in the rights of foreign ‘correspondents. 
In fact, it’ was the impression’ of ‘most’ delegations that ‘the 
Americans wanted to secure for their news agencies that’ general: 
freedom of the market for the most efficient which has been the’ 
object ‘of all their initiatives in commercial policythat' they 
regard freedom of information as an extension of the charter 
of the International Trade Organisation rather than as a special 
and important subject of its own. ‘And the stern opposition 
which they: offered to Indian and Chinese ‘efforts to’ protect 
infant national news agencies confirmed this’ impression. 

The French, very appropriately, put all ‘their weight behind 
one or two simple ideas, embodied in the convention “ concerns 
ing the institution of an “international right’ of: correction.” 
They dropped, in the course of debate; a proposal for press: 
cards which would have created’ a class: of ‘professional 
journalistes tolérés ; but they secured a “majority for a: far~ 
reaching proposal’ which—if it comes” into force—-will’ créate 
quite novel problems for néws departments’ of foreign’ offices, 
news editors and compilers of radio-bulletins: In Article 1 of 
their. convention a procedure for. the ‘correction of false: and 
distorted reports ” is laid down. If, for example, the British 
Government felt that a message sent to Russia by the Tass 
Agency was likely to harm Anglo-Soviet relations and was false 
and distorted, it Could submit its version of the facts to Moscow 
in the form-of a communique. This communique would correct 
news reports only and would be “ without comment or expres- 
sion of opinion.” . In length it would be “in no case more than 
double the number of words in the news report to be corrected.” 
Moscow would then be expected within five days to “facilitate 
the dissemination” of the correction ; if it did. not do: so: the 
British Government would be entitled to send the communique 





to the Secretary-General. of the United Nations for publication 


by him, 
. 


Here is a procedure which, used. sparingly,» might be 
valuable in a moment of international tension. Used frequently 
it would break down at the: receiving end; for im no free 
country has the news department of the government the power 
to force the press to print such a correction, and in no: totali- 
tarian country would there be any likelihood of its*being pub- 
lished. But in times like these, when diplomatic: contacts 
between East and West work so slowly and noisily, this French 
proposal offers yet another of those subsidiary methods by 
which a government can indicate its willingness to negotiate 


or to-exercise patience and restraint, It is just conceivable that - 


it might be worked between East and West for the reason that 
both sides might gain equally by its use. 
It would! be unfair to submit all three of these draft conven- 


tions to the same test of practicability. Obviously it is easier 
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to secure enforcement of rules about the transmission of news 
and the publication of corrections than to make governments 
abide by the lofty principles of the British draft on freedom 
of information—or to dissuade them from abusing the powers 
‘conferted upon them in the “exceptions” to the freedom of 
the press contained in the same draft. But even then it remains 
true that countries which may be called free could secure by 
bilateral agreements all the uniformity of rights and practice 
that journalists nced. For journalists and purveyors of ideas 
and information form an old-established international society, 
whose code of behaviour is on the whole every bit as good as 
the code of commercial behaviour prescribed in the charter of 
the ITO. 

‘In any case the three conventions adopted in Geneva’ have 
still some way to go before they have to be signed by govern- 


- ments. First to the Economic and Social Council at its next 


session, together with the comments of governments ; thence 
to the General Assembly next autumn ; thence to individual 
parliaments for such action as is called for. For the time being 
then it will be wise to treat the draft conventions produced by 
the conference firstly as bodies of doctrine, in which can be 


Examination 


@ YMPATHETIC parents and their harassed offspring could 
have been forgiven if they had derived from announcements 
inthe press on Monday of this week the impression that the 
much-dreaded School Certificate isno more and, indeed, that the 
public external examination as a whole is an expiring species. 
Let them not rejoice too soon. Examinations may in future be 
less rigid ; the mathematically purblind and the linguistically 
deaf may escape the discouraging experience of repeated 
failure. There may also be fewer examinations. But the 
standards set by public examiners will still remain the main 
influence on the education at least of the grammar school child. 
The changes now proposed in the examination system go 
back to the report on “ Examinations in Secondary Schools ” by 
the Secondary School Examinations Council, which was pub- 
lished last September. The Committee’s proposals were sub- 
mitted unanimously, but the report in fact contains a host of 
compromises which erect verbal bridges between the conflicting 
views of the National Union of Teachers, with their dominant 
interest in the “ modern” secondary schools—most of which 
are, and for some time are likely to remain, merely promoted 
elementary schools—and of the spokesmen of the secondary 
grammar schools. The report fell into two parts. The first went 
a long way towards releasing the schools, or some of them, from 
any formal written examination, set by an external body. It 
suggested that schools should conduct their own internal 
examinations, with some ill-defined system of “ external assess- 
ment” to be applied by the Ministry or the Local Education 
Authority. There was also much talk of “ objective tests,” which 
apparently meant intelligence tests. — All this clearly looked 
mainly to the “ modern” schools. v 
The ‘second part of the report dealt with the organisation of 


| eo examinations for those going to the universities and 


those “ who have followed Coufses substantially beyond the 
statutory minimum leaving age.” (The exact wording-is impor- 
tant.) This part of the report was the outcome of very wide- 
spread criticism of the existing examination system, ‘which, it 
was alleged, restricted the freedom of the schools, hampered 
experiment, drove - boys. and girls along a. narrow - groove, 
encouraged cramming, over-specialisation and other undesir- 
abile” practices. © Much’ of ‘this criticism ‘was well founded ; but 
equally a good deal of it came from those who blamed the 
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found useful definitions of many points in the iene 
which have been vague or misleading ; secondly, as definitions 
of aim which may make it possible for regional groups of 
governments at a later date to make freedom of information 
reality among themselves. Stale 

It is a pity that the attempt to produce a set of agreed. ok 
tical proposals should have prevented the, .conference. 
drawing up a coherent and dignified body of doctrine with g 
Miltonic ring to it. The world was, alas, too much with the 
delegates. If the code of rules they have laid down is enforced 
by governments it will demand few, important changes in. the 
present practice of free countries, whereas in countries where 
freedom is seriously curtailed there is no question of making 
the journalist's life easier by international agreement. If he js 
correspondent of a Western newspaper or agency—whether 
native or foreigner—he will have to come to some kind of 
with the regime he is reporting or give up hope of getting op 
sending news. In the process he may lose the confidenge of 
his employers. To his dilemma, which contains in brief the 
whole problem of freedom of information, the Geneva ¢op- 
ference could find no answer. 


for Schools 


system for defects that were all their own. The Couneils 
recommendations were, in brief, that the external examinations 
should be less rigid and taken later in the school life. They 
retained the present three grades of examination, with Schad 
Certificate, Higher Certificate and University Scholarship 
re-christened Ordinary, Advanced and Scholarship, but 
proposed that there should be no “required subjects” 
and that it should be possible to obtain a “ General Certificate 
of Education” at either the advanced or the ordinary level with 
any grouping of subjects, or even with one subject alone. They 
also recommended that the external examination should we 
taken before the age of 16, 
What has now happened is that the Minister has accepted the 
recommendations of this second part of the report, without 
expressing any opinion on the first part. But he adds the 
significant rider that 
he agrees generally with the principle that external examina 
tions should not be taken before the age of 17 but he is pres 
cribing a minimum age of 16... until there is a substantial 
increase in the number of boys staying at school till 17 or later; 


The only conclusion to be drawn is that when the a 
leaving age is raised to 16, the minimum examination age vil 
rise to 17. This extraordinary statement is the outcome of 
strong political pressure from the National Union of Teachers, 
who oppose public examinations partly on grounds of educa- 
tional principle, but also because they shrink from any objective 
comparison of the results of teaching in “modern” schools 
with that of the grammar schools. To them “-parity of esteem” 
does not mean allowing a few modern school children to take 
the examination (the proportion of successful candidates would 
naturally be lower) but completely debarring them by regulation 
from having the faintest chance of competing at all. If any 
bright child should stray into a modern school—and the process. 
of selection at the age of r1 isnot so perfect that there will not 
be many such cases—he is to be denied the oppoftunity of 
showing what he ‘can do rather than that the quality of the 
teaching to which he has been exposed should be objectively 
tested. Parity of esteem is apparently ‘to -be achieved by 
widening the gulf between the two types of schools. For mat 
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years to come the modern schools’ will inevitably: be labouring 
under many disadvantages. But this attitude of the N 
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Union of Teachers seems to put the trade-union interests of 
the teachers before the educational interests of the pupils. 

There are, indeed, some good educational grounds for think- 
ing that the school certificate examination is taken too young 
by many schools—for example, at 14. There. are. many 
people who hold the view that the only way to defend the young 
from the excessive zeal of their masters is to prevent them from 
specialising until after 16. There is some strength in this 
criticism. But is it right deliberately to hold back the really 
bright boy simply so that his less bright companion should not 
be over-strained ? If the bright boy, without undue pressure, 
can pass the test of the Ordinary examination at the age of 15, 
but is made to wait for one or two years, what is he supposed 
todo with his time ? _ If this age restriction is persisted in, the 
best schools of the country, which are largely independent, 
will set up their own examination system, the state system will 
lose prestige, and one more wedge will be driven into British 
education. 

The attitude of the universities in this controversy is 
equivocal. On the one hand,. as examining bodies in their 
Joint Examination Boards; they appear to be content to abandon 
their right to ensure that the subjects taken in the public 
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Sheep and Nenni-Goats 


The Labour Party Executive was undoubtedly well advised 
to confine its disciplinary action to one single Member of Parlia- 
ment—however much indignation may be created among those 
who vociferously. proclaimed that they would stand or fall 
together. Mr Platts-Mills had a long tale of incidents to his 
discredit, and it was on the grounds of his “general political 
conduct” rather than on his instigation of the Nenni telegram 
that he was expelled. The other MPs who signed the telegram, 
apart from those whose names were taken in vain or who were 
80 polit.cally naive as not to know to what or to whom they were 
committing themselves, have been let off with a caution. They 
have, in fact, been warned in no uncertain terms, and unless they 
sign along the dotted line within a week’s time that they will 
behave themselves in future, they too will be expelled. The 
border-line between the sheep and what have been appositely 
termed the Nenni-goats is precariously thin, but it seems likely 
that the 21 offenders will agree to toe the. line. 

In this way, the honour of the party will have been saved and 
the embarrassment avoided of having to take any: parailel ‘action 
against those Members who act against party wishes and attend 
The Hague conference. The analogy between Nenni and The 
Hague cannot, of course, be carried very far. Support for the 
Nenni Socialists was diametrically opposed to Labour Party 
policy, even if the decision to support Saragat was taken without 
any formality, whereas The Hague ideal of Western Union is 
exactly in line with British official policy, even if it means fellow- 
travelling with Mr Churchill. It remains to be seen how many 
of the forty MPs who have said they will go to The Hague will 
risk the party’s displeasure. j fat 

The whole incident is not .very edifying. The , washing of 
political linen in public is always an unattractive process, and 
there is a real danger in this case that it will lead to a stifling of 
genuine criticism of official policy, especially on foreign affairs, 
If the Executive:is cantent to let: bygones be bygones, at any rate 
until after the Scarborough conference, it will certainly, improve 
its standing in the eyes of the, public. ’ 

% iia « * 


Problems for the TUC 


The General Council of the TUC has made a wise decision 
and bowed to the inevitable. Reports that there would be a 
violent clash with ‘the Government on the question of profits, 
prices and wages have been proved unfounded. tastes 8 
General Council has declared its willingness to give the scheme 
for voluntary limitation of profits a fair trial, while keeping a 
close watch om the coufse of profits and prices. Sir Stafford 
Cripps, it appears, has convinced the union leaders of the realities 
of the situation, and at any rate the good intentions of the White 
Paper have been saved. What happens to the claims of individual 
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examinations are fairly balanced. Since there are now to bé no 
minimum requirements or compulsory groups of subjects, a boy 
can take as few subjects as he and the school pleases. The idea 
behind this is to put full responsibility on. the schools, whose 
skill in evading the regulations in the past has often nullified 
the attempts of the. Examination Boards. to broaden the 
curriculum. On the other hand, the discussions which are now 
taking place between the universities about their own entrance 
requirements will almost certainly repeat many of the earlier 
rules about the number and distribution of compulsory subjects. 
A very desirable minimum uniformity may be achieved, but as 
long as the universities say, for example, that two papers at 
Advanced and four at Ordinary level are required for university 
entrance, and that two languages and mathematics are essential, 
the new examinations will not differ so very much from the old. 
Perhaps the principal gainers from the new rules will be the 
less bright children in the better schévls, These may escape 
the pressure of being forced to take school certificate young, and 
their teachers will be freer to experiment. This is a real gain. 
But whether it is enough to offset the general tendency in the 
direction of “levelling down” intellectual standards is con- 
siderably more doubtful. | 


THE WEEK 


trade unions—whether or no they voted with the minority at the 
conference of trade union executives—remains to be’ seen. 
answer will probably be “the mixture as before ”—with, it is*to 
be hoped, at any rate some dilution. The main effect should be a 
general slowing-down of applications for wage increases and to 
more compromises on the amounts granted, which may or may not 
lead to industrial trouble, according to the influence of ‘the 
Communists within the union. ; 

The most pressing matter for the unions to determine now. is 
the extent to which restrictive practices impede production. 
This week’s meeting of the Minister of Labour’s Nanonal Joint 
Advisory Council of employers and trade union leaders seéms 
to have been remarkably indecisive, although it may- have’ served 
a‘ useful purpose in airing a subject which many people, particu. 
larly on the trade union side, would prefer to leave in the shadows, 
The main question—what is a restrictive practice ?—seéms to 
have béen largely left unanswered, and both sides agreed ‘that 
they needed more time to consider it and to consult with “their 
constituent Organisations before attempting to give a reply, or 
any indication of how restrictive practices could be eliminated. 

It is easy enough for the outsider to produce damning 
éxamples of restrictive pfacticéS “arising from unnecessarily 
stringent inter-union demarcation lines or rulés about limitation 
of output, or the number of machines per workér. It is less easy 
to persuade the individual rank and. file worker that by these 
methods he is responsible for a significant loss of output, since, 
for the most part, the unions are still thinking in terms of the 
unemployment of the inter-war periédd. It is; nevertheless; 
riecessary that the investigation should take place,and that both 
sides of industry should be drawn in. The Government has 
hitherto been far too chary of treading on trade union corns. 
The inquiry will no doubt take some time, but at any rate a 
start has at last been made, 


« * * 
Hanging in the Lords 


When an arch-Conservative dike Lord’ Templewood receives 
“loud Ministerial cheers,” when one Liberal peer pleads for 
capital punishment to be decided by the executive rather than 
by the courts and another treats the subject with levity, and when 
a bishop. of the Church of England supports in public the Old 
Testament principle of retribution, the ordinary citizen has some 
reason for feeling bewildered. If there is one thing he cam be 
certain about, it is that in leaving, the abolition or retention of 
capital punishment to be settled at the eleventh hour the Govern- 
ment made a bad mistake. That it should be settled by a free 
vote was quite right. But the free vote should have been taken 
before the second reading of the Criminal Justice Bill, which 
would have. allowed time for. modification and consideration 
before the Bill left the Commons, , 
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As it is, abolition has become tangled up with the Lords’ 
at ge a Bills, and it may Soll be, inet it, as seems 
ikely, in the committee stage the Lords delete the. clause 
suspend:ng capital punishment for murder for five years, the 
Commons will cease to treat the question on its merits and will 
be more concerned with upholding their own sovereignty. 

On the pros and cons of abolition it cannot be said that 
the hilarity and savagery which at times marked the debate in 
the House of Lords were any improvement on the emotions of 
the House of Commons. The influence of the law lords was 
thrown in against suspension, but this was to be expected since, 
on penal reform, the attitude of most High Court judges notori- 
ously lags behind public opinion—as witness Lord Oaksey’s 
support, not only of cap:tal punishment, but also.of hard labour 
and whipping. On the other hand, in view of the close vote in the 
Commons, this does seem an occasion when they should be 
given a chance to change their mind or at least to adopt one or 
other of the compromises now being put forward. Probably what 
makes many people hesitate before supporting abolition or suspen- 
sion is the prevalent lawlessness and violence. Could not the 
Bill give powers to the Home Secretary to suspend the death 
sentence by Order-in-Council at some future date when society 
is less disturbed 2? This should satisfy the Government’s own 
conviction that it is the occasion rather than the principle of 
abolition that is wrong. If, however, this opportunity for 
suspending capital punishment is lost, the country might have to 
wait twenty years or more before another one occurs. 


* * x 


Teeth in the Brussels Treaty 


The military implications ‘of “the © Brussels Treaty are 
apparently being worked out with gratifying speed. The Per- 
manent Organ in London, with Mr Gladwyn Jebb in the chair, 
is ‘to meet once a week instead of once a month... The Defence 
Ministers of the five governments were to begin a conference on 
Friday at Lancaster House which should launch their military 
staffs on the work of the Permanent Military Committee. The 
recent visit to Washington of General Sir Leslie Hollis, chief 
staff officer to the Ministry of Defence, has put new life into the 
Combined Chiefs of Staff organisation ; and mow the French have 
established a joint general staff and a joint commitiee of inspectors- 
general of the armed forces, 

With so much secret diplomacy under way it is difficult to 
sort out the realities from the appearances. But on present 
evidence it seems likely that co-operation on defence, with the 
Americans—so to speak—in remote control, will follow the 
example set in last summer’s preliminary studies for the European 
Recovery Programme. That is to say, the Permanent Military 
Committee will first survey their resources and the means by 
which they could be strengthened through co-operation; they 
will then discuss with the Americans how the most obvious 
weaknesses are to be made good. Such a procedure, little though 
it will contribute to the immediate strengthening of western 
defences, is probably the only possible one in the present state 
of American opinion. d Mr Marshall is certainly right in 
assuming that a revival of lend-lease would be impracticable 
unless the Brussels Powers had shown in military precautions at 
least as much evidence of willingness to co-operate as they have 
shown in economic affairs. 

Yet it is going to be difficult to steady the nerves of the 
waverers and pessimists in the West with nothing more than 
present sedatives. People on the Continent—especially in.Ger- 
many—are still obsessed with the fear of Russian occupation and 
a Communist purge, and regard events in Palestine and Berlin 
with an alarm which is scarcely understood in this country. To 
find ways of reassuring them is 4s difficult a problem in Sonia 
policy as has ever faced Mr Marshall and Mr Bevin... 


* x * 


Dalton Doctrine for Europe 


Western Union has had the bloom taken off it by Mr Dalton 
much faster than the gilt-edged market. In the few months that 
he has been chief representative of British Socialists in their 
dealings ‘with continental colleagues he has caused a dangerous 

Of the ‘ideas of western co-operation, so cautiously 
launchéd by Mr’ Bevin and Mr Attlee in January. ‘meeting 
of representatives of 16 Socialist parties held ‘ir. Paris ‘last’ week- 
énd ‘was the occasion for decisions ‘and resolutions which showed 
obstinate ‘misunderstanding. of the’ difficulties which Will ‘face 
western Socialists: as’ the governments ‘of free’ Europe: work for 
political and economic association. 
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Whereas Mr Attlee has said quite firmly that Western 
will not be achieved on an exclusive basis of Socialist goye 
ments and ideas, Mr Dalton is reported as saying in Parijs e: 


“ As Socialists we must make sure that the success of the = 






policy now being corny in Britain, Scandinavia and other 

is not jeopardised by the premature creation of @ political ‘hign, 

advance of the assurance of economic stability throughout the the union,” 

Of the members of such a union Mr Dalton demanded * 
employment and economic planning in the public interest,” 

a broad hint that Britain would choose carefully the Cea 
keeps. Yet he must be well aware that the instruments of w 
co-operation which Mr Bevin has signed contained no such quali. 
fications for membership of Western Union. And he will lean 
from the new continuing organisation of Socialist ‘Parties, i 
he does not know it already, that the trend of opinion in 
most important western countries is away from planning tow 
more liberal economic policies. The evidence * a in F 
and Belgium has been visible for some time and Christian 
Democrat victory in the alin election i bound to Be pet 
to the revival of Right parties. 

The moral for western Socialists should be clear. Puecuden 
of the Marshall Plan demands the closest co-operation of govern. 
ments whose domestic policies already range widely between 
right of centre and right of Marxism. Several of them derive 
their strength from a powerful Catholic and anti-Socialist vote, 
Some of them—in. France and western Germany for exam 
may stand quite alarmingly far to the right before the four years 
of ERP have passed. Will the Labour Party recognise the fact 
that of the 16 governments interested in the Marshall Plan only 
four are. Socialist’ against five’ ofr the Right, five coalitions and 
tw hon-party? Or will it igstore the balance of power among 
continental parties and pretend that non-Communist Europe i * 
or might become, solidly Socialist ? 

It is a difficult and momentous question on which thought 
might have been much clarified if the 16 Socialist parties h 
not decided to boycott the conference on united Europe whi 
meets at The Hague next weekend. For there will be repre 
groups of the centre and right with whom Socialists could w 
as they now work in France, Belgium and Holland and 
worked in Italy. And those men will need all the help that 
moderate Left can give them in holding off discredited cena 
of the Right which claim the support of America for their revit 
to public life. Some broad measures of economic planning there 
must be: they are an essential part of the whole conception of 
ERP. That fact, plus the principles stated in the preamble of 
the Brussels treaty, should suffice as a basis for the co-operation 
of all moderate parties in western Europe, provided their leaders 
do not take up doctrinaire attitudes. “No friends to the Right” 
is as dangerous a slogan as “no enemies to the Left.” 


* * * 


Scandinavia and the West 


The activity in Western Europe is being watched atte 

in Scandinavia. The mild terms of the Russo-Finnish treaty— 
which seem to have been aimed at allaying the are of 
Finland’s neighbours—have done little to change their general 
attitude of wary suspicion. It is nevertheless an advantage for 
Russia that the waverers have been confirmed in their wavering 
for a little longer—perhaps Russia is not so bad after all. The 
more undecided opinion is, the less definite policy will be. 

That a prominent member of the Swedish Cabinet should 
announce his belief that forestalling action by “the West is 4 
greater threat to Sweden than a move from the East is a sharp 
reminder of how far many Swedes have to go <r 
the réle for which they are sometimes cast in estern U 
Even when allowances are made for the fa tala oratory 
ae idiosyncrasies of Mr Wigforss, the influential Fi 

inister, who é¢xpressed this opinion at’ the beginning of April, it 
must be admitted "Te Mel gre cal eens ei 
is often realised. The liberal press and imp -rtant_professi 
circles, it is true, advocate an alliance with the. West. The Ags 
Mr Erlander, recently declared that his’? oe y had four ai 
fight the enemies ‘of democraty at ‘home, defend S 
national independence, to remain free. aaa Seiesets and en 
tanglements, and’ to ‘participate wehotetitactidiy in hers wens 
European reconstruction. | 

“This statement ‘of policy, however, lelnels sesich ae be decided) 
It can be argued, for instance, that the third and fourth aims ate 
incompatible. The European Recovery Programme will’ 
a. lasting” organisation which; ‘if \it-is to-fulfil. its: purposes: will 
es political tasks.’ Wholehearted tion. in: 

thus implies a change of policy; which ‘would: be: i 
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nevtrality. Similarly, the economie co-otdiriation’ of the’ Scan- 
dinavian states, the foundations for. which, were laid fecently in 
Oslo, has far-reaching political implications, It may be. that 
Sweden’s participation in these projects. will stop. short of any- 
thing that is thought to involve an irrevocable departure from 
neutrality, And when, for their own interests, the great Powers 
place reservations on their participation in international agencies 
such as Uno, it would be difficult to blame a small Power for a 
similar course of action. 


* * * 


Monopoly Bill Under Fire 


Mr Harold Wilson’s opening speech in last week’s second 
reading debate on the Monopoly Bill made some points which 
call for comment. The Economist has criticised the Bill on the 
grounds that it unduly restricts the scope of the Monopoly Com- 
mission by making reference to it by the Board of Trade a pre- 
condition of enquiry. This provision is justified as a protection 
of the Commission’s time and energies against “cranks and cases 
of relatively small importance.” This is not entirely convincing. 
The Commission need not be bound to institute inquiries at the 
behest of any crank or victim of persecution mania ; they should 
be able to sift out for themselves those cases which call for enquiry 
from those which do not. It is surely better that the initiative 
of the politically-minded and possibly politically-motivated Presi- 
dent of the Board of Trade should be supplemented by the 
initiative of the impartial and judicial Commission itself. This 
superiority will grow as the Commission’s expertise develops. Mr 
Wilson’s defence of the exclusion of nationalised industries—based 
on the existence, by reason of their legal constitution, of bodies 
protecting the consumer’s interests in relation to each—would be 
wholly convincing if these bodies were in fact the armed and 
active champions that they ought to be. On an analogy which 
should appeal to a colleague of Sir Stafford Cripps, the Com- 
mission might be given the power to. conduct a once-for-all 
enquiry into the adequacy of these safeguards, recommend amend- 
ing legislation where neéded, and then retire from the field, 
Similarly his reasons for excluding Trade Union restrictions from 
the scope of the Bill—good reasons enough in themselves, and 
concurred in by the Opposition” as represented by Sir David 
Maxwell-Fyfe—would carry more weight if any parallel though 
separate enquiry into these practices were contemplated or indeed, 
under this Government, imaginable. 

Sir David’s speech, which largely reproduced the argument of 
his recently published pamphlet Monopoly, was a model of what 
an Opposition speech should be on a topic. where ends are agreed 
and means in dispute; and his view that any definition of pro- 
hibited practices would involve administrative chaos deserves, 
at least, respectful consideration. It is arguable, however, that 
this would be avoided if the prohibitions were few enough and 
the definitions tight enough. Certainly’ it should be possible to 
profit by hard American experience and avoid the type of legal 
drafting which benefits no one’ except that particularly close cor- 
poration—the legal profession. 


* * * 


Electoral Reform 


The discussion in Committee of the Representation of the 
People Bill in the House of Commons only served to show the 
difficulties created by the Government in departing unilaterally 
from the recommendations of the Boundary Commission. The 
Government amendments, by splitting eight large constituencies 
and adding nine members to the representation of the larger 
cities, added 17 seats to the number allotted to England. This 
departure from the Boundary Commission’s agreed proposals, 
while not entailing’ proposals in themselves objectionable, 
upset the balance of the Commission’s scheme sufficiently 
‘0 encourage the Opposition to table further amendments. Mr 
Churchill accordingly wrote to the Speaker pointing out that the 
Government’s amendments had reduced the electoral quota from 
58,670 to 56,730, with the ‘result that certain suburban and rural 
areas were Seriously under-represented and proposing that eight 
more constituencies ‘Should ‘be ‘created, two each in Surrey and 
Middlesex, and one each in Kent, Essex, East Sussex and Cheshire. 
He asked the’ Boundary Commission to give their advice un- 
officially on the demarcation-of the boundaries of the new con- 
stituencies in the areas pr 228, [ ; 

The Speaker transmitted this’ request to his colleagues, and 
the Commission ‘has prepared schemes of , without 
of course ac 
Sir’ Rowland’ 
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covering ‘letter that in Essex and ‘Middlesex the formation of : 
additional constituencies is only possible by Saale uel govern-_ 
ment boundaries, and that the creation of two additional ’ seats 
in Surrey and Middlesex would result in those counti¢s as a whol 
being over-represented. It remains to be seen what amendments 
in. these circumstances the Opposition will be prepared to pro+ 
pose. The fear that the matter would end in a bargain between 
the two larger political parties was. pertinently expressed by. .Mr 
Byers. There is, however, no reason why a series of Liberal 
amendments should not be allowed to. add to the confusion. In 

meantime the Government’s second thoughts, inspired by 
Mr Dalton, have done nothing to increase the confidence ‘of the 
public in its handling of constitutional questions, This has already 
received a sufficiently severe shock from the highly controversial 
proposals introduced into the Bill such as the abolition of the 
university seats and the representation of the City of London: “* * 





* * * 
The Motor. Spirit Bill 


At first sight, the Motor Spirit (Regulation) ‘Bill looks like 
a cheap price to pay for the ninety-miles-a-month’ basic’ ration. 
It should do its job. The unscrupulous garage owner cannot 
regard the:results of conviction as a normal trade risk when those 
results include a year’s closure of his business ; nor can the peocang 
motorist write them down as part of his motoring overheads when 
toed with the loss of his driving licence and the immobilisation 
of his car. 

The Bill is, nevertheless, a depressing index of popular and 
legislative ethics. The Gilbertian el of the penalty in kind 
masks the grossest discrepancies of t ; a minor inconvenience 
to the erring pleasure-motorist may be a professional death sen< 
tence to the “E” driver—and neither in fact to incur these 
results need have been guilty of ‘more. thah. carelessness... The 
provision that the mere presence of commercial petrol in a private 
car shall constitute proof of guilt runs clean counter to the most 
honoured principle of British law. -.A citizen in, whose: house, a’ 
corpse is discovered certainly has to answer questions by the 
police ; he does not automatically find himself in the dock, which 
is where the corpus delicti in the tank plates rhe car owner. ‘He 
can plead that he took reasonable precautions ; but what pre- 
cautions are “reasonable” ? The right of entry of the police to 
all premises not used as dwelling-houses extends a decidedly 
repugnant practice ; and is a private garage, not physically attached 
to its owner’s house, part of the “premises ” in question, and 
sO immune, or not ? 

In general, there is something more than repugnant about the 
imposing of heavy penalties, including prison sentences of..up to 
two years, for merely economic offences ; for actions, that .is, 
which, but for the fact that they clash, with the intentions, of a 
planning authority would be perfectly normal or morally unexcep- 
tionable. The assimilation of the purely economic offender.to the 
ordinary criminal is an unmistakable hallmark of the_ police 
state ; and this Bill is best regarded as part of the price, not of the 
basic ration, but of the determination 10 direct every part of the 
national economy by brute force against the pull of the normal 
price system. The blind economic forces of the old regime had 
their demerits ; but they did not, at least, make a variation in the 
chemical contént of petrol a more heavily punishable offence. than 
drunken driving or cruelty to children. 


a ~” * 


Oil and the Palestine War 


It has always been clear that, as soon as the Palestine war 
entailed a fight over Haifa, the oil supply that passes through that 
port must dry up. This development was inevitable for two 


reasons. Pirstly, the source of the oil is Arab ; it comes by pipe 


from Iraq, and the international company that extracts 
pumps it could scarcely continue to dispatch its product to a 
terminal that might at any moment service Jewish forces exclu- 
sively. Secondly, the labour that works both the pipe-line and its 
terminal, as well as the British-owned Haifa refinery, is partly 
Jewish, partly Arab. It cannot be kept at work harmoniously 
while fighting proceeds in the vicinity. The refinery was tempo- 
rarily shut earlier this year on account of Jewish-Arab. disturb- 
ances (see The Economist of. February 21st, p 310), but was 
miraculously set to work again, On April 13th it closed once 
more. This time pumping from Iraq has had to step, When 
work will start again no one can say, 

The output of the Haifa refinery is about 4,000,000 tons. per 
annum.’ This figure was made up in 1947 of some 2,200,000 tons 
of fuel. oil, 700,000 tons of gas gil, 650,000 tons of motor spirit 


and 350,000 tons of kerosene... Some idea of its ‘importance. is; 
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given by the fact that the British Economic Survey for 1948 
estimated 


United Kingdom consumption of fuel oil at 3,500,000 
toms per annum at the end of 1947 and total British consumption 
of all petroleum products for 1947 at 16 million tons. 

The destination of the Haifa oil is interesting. More than half 
of it was consumed on the Mediterranean shore of the Middle East, 
principally in Palestine and Egypt. In 1947 Palestine alone ab- 
sorbed 690,000 tons ; Egypt consumed over 800,000 tons and the 
balance of the 1,400,000 tons consumed in the Levant was absorbed 
by Syria, Turkey and Cyprus. 

Europe (principally Greece drawing on American account) took 
900,000 tons, of which 200,000 tons went to the United Kingdom. 
North Africa absorbed 225,000. tons,.and 500,000 tons were locally 
supplied to shipping from bunkers. Except for small refineries at 
Tripoli (Lebanon) and in Egypt, neither of which meets home 
consumption, there is no alternative eastern Mediterranean re- 
finery available. At a moment, therefore, when the world is 
particularly short of refinery plant, a large and valuable unit is 
put out of commission and a large additional group of consumers 
must be fed from elsewhere. The situation is all the worse for 
Britain in that the Haifa output is largely (though not entirely) 
a sterling area source of supply. 

So far as Palestine is concerned, the closing of the refinery 
means that military transport, factories, agricultural machines 
and the many houschold cooks who depended on kerosene must 
henceforth run on stdécks, which are scanty. In view of the 
refinery position there are no alternative sources of supply save 
tanker-running for the Jews, and Lebanese self-sacrifice for the 
Arabs. Lack of fuel may work more effectively than anything 
else to determine the shape and course of the Palestine war. 


* x * 


Prodigal Son of the Pacific 


An article from an American correspondent in The Economist 
of April 24th showed how far the pendulum has now swung in 
Amierica away from the days of Morgenthau fantasy, not only 
as regards Germany, but also, and even more, in relation to Japan. 
With the feeding of the Japanese people a burden on the American 
taxpayer and the thunderclouds of Communism lowering over 
eastern Asia, there is a will to let Pearl] Harbours be bygones and 
forget the time when Main Street’s dearest wish was to “ gut the 
heart of Japan with fire.” 


A report on Japanese industry signed by Mr Hoffman, now 
appointed to administer Marshall aid in Europe, and endorsed 
by Mr Draper, Under-Secretary for the Army in President 
Truman’s Administration, virtually does away with the prospect 
of reparations from Japan, beyond the small deliveries which 
have already taken place. It looks forward instead to the restora- 
tion of Japan as the “workshop of Asia.” Japan, it is held, 
“needs more, rather than less, productive capacity than she now 
has,” and even the idea of drastic restriction of Japan’s mercantile 
marine has been discarded. It is clear that American expefts 
who have recently visited Japan have been impressed not only by 
Japanese business and technical capacity, but also by the docility 
of the Japanese under American supervision, in contrast to the 
political disorder and economic unproductiveness characteristic 
of other parts of the Asiatic scene. The present American ten- 
dency is to ask what a country cam mow do for itself and for the 
United States, not what it might do in other circumstances, nor 
yet what it deserves. 

It is not to be expected, however, that the killing of the fatred 
calf for the prodigal son will evoke any more enthusiasm in his 
Virtuous brother than it did in the scriptural parable. Australians 
‘and Chinese, who have borne the burden and heat of the day 
in the war imposed by Japanese aggression, naturally take a dim 
view of Washington’s new policy and ask how Japan is going to 
behave once it gets back its industrial strength. The United 
States Government ought not to disregard the opinions and feel- 
ings of its former allies in the Pacific war and should explain to 
them th good time what measures it proposes to take in future 
to ensure that Japan’s revived economic power will not develop 
into a dangerous new war- capacity. There is plenty of 
good sense in the current American plans for enabling the 
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New Vice-President for China NB 
There was nothing unexpected in the re-election of Gene. 
Chiang Kai-shek as President of China by the National A ; 
sitting in Nanking. Even though, as a matter of form, he h; 
announced his intention not to seek re-election and even rh 
one rival candidate was put up and received about a tenth of the’ 
votes cast, it was clear enough that he could not be displaced’ 
in the present critical state of China without 4 far) 


split in the Nanking regime. But for the Vice-Presidency these’ 
was no such obvious candidate, and for this office a real contest 








has taken place which may turn out to be of considerable political | 


significance. From among six nominations the electors 
General Li Tsung-jen, who was supported by those elements 
most insistent on administrative reform in Nanking. His repu. 
tation as a practical reformer is based on his record in K 
province ; it remains to be seen what he can accomplish in the? 
central government. But at least the reform party has shown 
its strength in opposition to the Kuomintang party bosses, and’ 
its initial success must have caused a flutter in the dovecotes oe 
corruption. 

The National Assembly has granted emergency powers to thi? 
Government for the waging of the war against the Communists, 
But it has shown a measure of independence and initiative, espe-' 
cially where matters affecting China’s international position have. 
come up for discussion. In demanding a conference for a 
treaty with Japan with veto rights for the Four Powers it hag 
set itself in direct opposition to American policy, which is Un- 
willing to admit any veto right in the making of the Japanedd 
treaty. The Government is also urgéd to announce the restora. 
tion of the Luchu Islands to China, though such a course 
only be embarrassing to the United States. On the other 
this recalcitrance towards Washington does not imply 4 
approach to Moscow, for the Assembly demands that, if Russia 
does not return to China the industrial plant looted from Man- 
churia, the case should be brought before Uno. China is inde 
attending vigorously to Chinese national interests, even igh 
the Government's jurisdiction is disputed by force not many 
miles from the capital. : 


t 






x * * 


Liberals in Conference 


The Liberal Party Assembly at Blackpool last week certainly 
showed a vigorous diversity of opmions which gave rise to some’ 
animated discussions. European Federation was a case in point 
A resolution in the same terms as the motion in the House of 
Commons recently supported by no fewer than 190 members of all: 
parties, was carried by the conefrence, notwithstanding the 
objections raised by such influential members of. the. party: 
as Lady Violet Bonham-Carter and Lord Samuel. Like other 
parties, the Liberal Party has its right and left wings, and at this. 
conference the latter clearly gained the prevailing voice. A, 
motion to abolish all rationing except that of food was decisively 
turned down, and a resolution deploring the measures taken by 
the Government for the compulsory direction of labour and the 
continuance in peace time of conscripted military service and 
demanding a reduction in the demand of the armed forces im 
both men and materials was carried, although the implications of 
such a proposal, at a time when the "United States Government is: 
trying to introduce conscription, were clearly pointed out by Lady 
Violet Bonham-Carter. 

Even less happy was the passing of a resolution on compulsory) 
co-ownership in industry, which roused the enthusiasm of the 
younger members of the party. Under this scheme, every 
industrial concern with a capital of not less than {£50,000 and/or 
not less than 50 employees would be required to submit to @ 
specially constituted commission an arrangement whereby, after 
provision has been made for maintenance and reserves and the 
payment of a non-cumulative return at gilt-edged rate on the 
ordinary share capital, the surplus profits would be a 
between the employees and the ordinary shareholders. Workers 
would also be entitled to elected representation on the board of 
directors. This scheme is supposed to the Liberal 
Party’s alternative to public ownership, but the element of com 
pulsion, which extends far beyond any project yet put 
by dae ‘Spcislist Pasty, tale 11-8 Usa ioult to we sie ats 
— of Liberal principles at all seriously—quite apart 

the obvious practical difficulties involved. Co-partnership | 
industry may be an excellent thing which needs political ei 
couragement, but compulsory co-ownership, without any wa 
tion of the “co-owners” to contribute any capital to the: v 


He 





_— > 


see Seeseaeseaeasepese CE 


aes ew eee el 








re 


ak’e 


e- 
eR 


%; 


— 





A ot 
mr 
rth 


E,Fisteck se 


g 


SPT SRP aeesaee ass SFsS Sloe ks 











=Y a ee 
n ; m4 '% w i > Je at 
ae a ». Ed « 
85. RP Pe we ~ ae ai 


THE ECONOMIST, May 1, 1948, 


taking, is an entirely different matter, which, is. certainly, 
Liberalism and would be likely to prove disastrous emniole, 
‘The conference was on much sounder ground in its affirma- 
tion of Liberal principles on the matter of. ttade unionism, 
both as regards restrictive. practices and the closed. shop, 


and the return to the »principle of .“ contracting-in” on. the 


itical levy. The unfair advantage which the Labour Party has 
enjoyed in this matter is more than ever an anomaly now that 
the party is in power, and the reintroduction of real freedom 
of choice would go far to redress the class. bias of the trade union 
movement, though precisely for. that reason it will be fought 
tooth and nail. Mr Clement Davies in his speech promised a 
programme of Liberal policy in the form of “a short compre- 
hensive statement of the party’s policy on each of the questions 
which immediately confront the country.” It will be interesting 
to see how that programme will compare with the rather 
irresponsible manifestos of the Blackpool assembly. 


* x x 


A Higher Housing Target 


Mr Bevan announced last weekend that the Government 
were already revising the housing programme for next year, and 
that it was going to be substantially more than the 140,000 houses 
announced in the House of Commons some little time ago. The 
reasons for this change were not given, but it cannot be due 
to any improvements in ‘the country’s ability to buy 
timber. Timber shorrage was the reason given last autumn 
for the cuts in the housing programme, and in spite of 
the contributions from ERP, dollars for this purpose must be 
almost as short as ever. The real’reason must, therefore, either 
be political—that the builders’ unions will ‘not consent to so 
drastic a thinning of their ranks, and the ‘focal authorities will 
not restrain their house-hungry electorates; or administrative, 
because the cuts in the programme were too sudden and severe 
to keep the industry in running order. 

Both forces have probably been at work. Owing to the smoke- 
screen behind which the adjustments in the housmg programme 
were made last year very few people understood what was 
happening. Only as the effect of the cuts resulted in the refusal 
of contracts and the unemployment of building workers has their 
significance been realised. To judge by the comments at a con- 
ference of local authorities at the Housing Centre last week, very 
few understand the economic and financial duress ‘under’ which 
the cuts were made, and.are, therefore,.sttongly critical of the 
present policy. [he reaction from the unions is probably still 
more violent. 

There is good reason for ahinking that the administrative 
arguments have been important also, The initial cuts designed to 
reduce the numbers of houses to be completed in 1948 to 140,000 
were so great that there has been acute anxiety about.keeping 
any smooth flow of building work going. The effect of these 
cuts was aggravated by the pressure to get schemes for permanent 
prefabricated houses approved before the expiry of the subsidy 
in December, 1947. As the result, schemes for traditionally built 
houses gave way temporarily salore those for permanent pre- 
fabricated houses, and the demands upon the building industry 
proper were still further reduced. To meet this difficulty it had 
already been decided to increase the programme to 180,000 houses. 
It may be that Mr Bevan is only giving ministerial blessing to 
a change of policy which has already been in operation for some 
weeks, At any rate he is now optimistic enough to expect 200,000 
houses to be completed this year and to break the back of the 
housing shortage by the next General Election. 


* * * 


How Many Welsh Counties? : 

The Local Government Boundary Commission, whose 
scheme of reform for England was. discussed in the issue of 
April 17th, has also put forward for discussion several alternative 
ways of redrawing the administrative map of Wales...In any 
event, the industrial county of Glamorgan would be left much as 
at present, with the present county borough of Cardiff (and 
possibly Swansea as well) retaining all-purpose character as 
“one-tier counties.” But all the rest of Wales, outside Glamorgan, 
ae @ particularly difficult Pp ony Its total Porat on is 

er 1,000,000, with a density of only one person to 4% acres, 
and with no towns uses moderate caer ag of its ares 
counties come up to the minimum. population (200,000)—icw 
come anywhere near it—which the Commission considers to be 
generally desirable for a major unit of local government, and 
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Me so where financial feRONaPey, Pe in Wales, are. scanty, 


the eleven. counties into larger administrative units. The sin 

way W be to reduce Wales to two counties—a North 
South, but ¢ach would cover a vast and difficult terrain. Alterna- 
tively, the more populous North might be divided, making three 
counties ‘in all, Perhaps the best’ alrernative, however, is the 
suggested division into four new counties, which would comprise 
a North-west Wales (Anglesey, Carnarvon, Merionethy corre- 
sponding to ancient Gwynedd, a South-west Wales (Cardigan, 
Carmarthen, Pembroke) corresponding broadly to ancient ed, 
a convenient union of Denbigh with Flint, and a grouping of 
the three central counties of Brecknock, Montgomery, and Radnor 


Commission therefore suggests alternative ways of ‘mp 
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woum Wales divided into 
3 counties 
é 


sven! Wales divided into’ 
& counties 
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which would have some similarity to ancient . > The first 
three of these new units would be reasonably satisfactory from 
most points of view 5.but the fourth, despite its large size and 
very difficult communications, would have a population..of-only 
117,000 and a rateable value of only £654,000. Although the 
suggestion sounds heretical, it seems likely that the only effective 
remedy for the depopulated border counties of central Wales 
would lie in their union with English, counties, thus hélping to 
solve a difficult administrative problem on both sides of the 
Border. If this adjustment could be made by a triumph of reason 
over sentiment, then the remaining part of this particular plan 
represents as good a reform of Welsh local government as can 
easily be imagined, 
o . +. 


London Traffic Congestion 


London’s -traffic problems are..so serious that yet another 
attempt is now being made to solve them. A survey, announced 
this week, is to be made to discover the distribution of. traffic con- 
verging on inner London. The new scheme follows quickly on 
the recent reports to the Minister on peak-hour traffic made by 
fourteen Local Transport Group Committees, The London 
octopus is so gorged that it can no longer move. Train 
follows on train and bus on bus and yet the queues on the pave- 
ments still jostle and the platforms seethe. .To travel from 
Tottenham Court Road to Liverpool Street is to feel that man 
is lower than the beasts. Between the hours of 8.30 and 9.30 a.m. 
and 5 and 6 p.m. no further transport facilities can relieve the 
strain, 

The short-term remedy which has so far been adopted by the 
Ministry has been to persuade employers to stagger hours. This 
policy has met with considerable success, and at the end of a 
year’s work 94,009 persons out of the 500,000 who travel in the 
peak periods had had their hours of work staggered. As, how- 
ever, during the same period the number of insured workers in 
the Central London area increased by 100,000, much of the 
benefit was absorbed. Continued éfforts.are now being made to 
increase the number of firms working cither earlier or later and 
adjustments covering another 56,000 people are being considered. 
But the committees evidently do not hope to solve the problem 
this.-way.’” Phe wide acceptance of the five-day week imeandustry 
with the 44 hours ‘spread’over a short@r*week has resulted in the 








708 


release of more workers between 5 and 6 p.m. The habit, formed 
in wartime of closing shops earlier—now 5.30 p.m.—means that 
floods of shop girls and shoppers emerge during, instead of just 
after, the peak period. . seth. 77 

As one way of easing the difficulty it has been suggested that 
something approaching nearer to the prewar arrangements for “ an 
evening in town” should be restored: that restaurants should 
stay open longer, and that theatres and cinemas should start 
later, so that more people are tempted to delay their return home. 
Discussions with West End managers have been continuing to 
this effect. This attitude on the part of the transport authorities 
completely exposes the excuses made by the caterers and enter- 
tainers that it was transport difficulties which brought restaurants 
to a standstill and plunged the theatres into darkness at 9 p.m. 
The real villain is the postwar convention that no one shall 
work outside the normal daylight hours, that no letters shall be 
collected after 6.30 p.m., that no cleaning shall be done before 
9 a.m. and that society can be efficiently run on the basis of a 
five-day week without shifts. 


* x x 


Dollars for the Colonies 


One of the many problems to be considered by the Organisa- 
tien for European Economic Co-operation is the proportion of 
‘Marshall dollars.that should be set aside for the colonies and 
dependencies of Britain; Holland, France, Belgium and Portugal. 
The Foreign Assistance Act defines a receiving country as 
including “dependent areas under its administration,” and it 
should, therefore, be safe to assume that,America intends to 
promote the development of the colonies as well as the recovery 
of Europe. But, until Mr Hoffman announces exact details of 
bow he. intends to administer Marshall aid, the powers of the 
QEEC to make specific allocations to the colonies must remain 
uncertain. Judging from the precedent of Lend-Lease, however, 
and guessing at the sort of machinery which will have to be used, 
the prospects of direct benefit to the British colonies from 
Marshall aid are poor. 
Indeed, from Britain’s point of view, such direct assistance 
might well preve more embarrassing than helpful. For, under 
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Lend-Lease, the variety and smallness of the colonies’ needg # 
almost impossible the bulk buying which was necessary, “py, 
colonies tended to be forgotten altogether, and it ‘has ‘Bees 
estimated that they weré left about two years behind hand y 
their orders. The same might happen again. At present Bane 
colonies draw what dollars they need from the ‘sterling area 
dollar pool. Moreover, taken all together, they are net dollar 
earners. If they were to be directly involved in the ERp 
machinery, each of the fifty odd colonies would probably have to 
have its own purchasing mission and its own dollar equivalen 
fund. Considering, too, the small and specialised quantities %& 
goods in which they would be dealing, it is easy to imagine th 
administrative chaos which would result. While they obvj 
need more dollars than they are getting, they benefit more under 
the present system than they are likely to do if they have instead 
to queue up for a share allotted to them by Mr Hoffman @ 
the OEEC. : 
But to omit from ERP any specific allocation to the colonies 
does not mean that their claims should be neglected. The Inter. 
national Bank exists to provide loans precisely for the sort of 
capital expenditure they need. It should also be possible for the 
British Government to allow them greater latitude than. they 
have at present in drawing dollars from the sterling area pool, 
The greatly increased production of rubber and tin in 
and the higher prices which the Gold Coast is now sctting ee 
its cocoa should provide a big net dollar surplus from colonial 
trade this year. It would be good business as well as fair 
dealing if more of that surplus were ploughed back than has 
hitherto been permitted. ii 
But it would be bad business to throw good money after. bad, 
Much more care must be taken in weighing up the relative merits 
of the opportunities offered in each of the colonies. For the 
moment, quick returns are more important than long-term projeps 
which may not mature for many years. It is better for instance 
to improve the tin mines in Malaya than to open up new indus 
tries in Uganda. There are signs that the British Government 
is now adopting this principle. The objective should bet 
combine, within the limits set by the resources available, the 
encouragement of going concerns with pioneer work on new, 
long-term projects. 
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Letters to 
D-Day for Western Union 


Sir,—The article in your issue of April 24th calli ing for clarity 
appears to me to darken counsel instead—unusual in the case of 
an article in The Economist. 

You urge not only «o-operation between Western European 
countries and Governments but some pooling of sovereignty. You 
say that “ Western Union, if it is to mean anything at all, must 
mean some pooling of authority, some willingness to submit, on 
some defined questions, to the decision of a central authority.” 
You admit that the decision is a grave one. “ It is no small thing 
for a Government to hand over any of its responsibilities to a 
foreign body.” You ask Mr Bevin to “face it now.” But to 
whom are the British Government and the other Governments 
and their Parliaments to hand over authority ? Clearly not to 
Mr Bevin and his colleagues individually. Is it to the Permanent 
Consultative Council collectively 2?) But the subjects to be dis- 
cussed by this Council are foreign ‘affairs, defence, matters involy- 
ing. peace or war, and incidentally involving huge expenditure. 
You cannot mean that these Foreign Ministers themselves are to 
have collective authority to determine the fate of Europe and its 
constituent states. If this is admitted, are they then to be respon- 
sible, say, to a Bundesrat or Council of Western European 
nations ? If so, what sort of Council and by whom selected ? 
Is such a Council to be supplemented by a European Parliament, 
as the German Bundesrat was: supplemented by the Reichstag ? 

You cannot divest yourself of sovereignty without transferring 
that sovereignty to some other sovereign authority. What your 
proposal really involves 1s a Western European Constitution and 
it seems unfair on Mr Bevin to blame him for his backwardness 
in not creating one. 

You say it would be foolish to underrate the gravity of the 
decisions involved, Indeed it would, in my opinion, be impossible 
to overrate it. In no existing Federation has such a step been 
taken except after years, rather than months, of discussion and 
consideration. And in all such cases—except Switzerland which 
represents a growth of centuries—the populations of the Feder- 
ated States have spoken the same language and had the same 
laws and history. Nothing approaching a democratic union of 

such deep-rooted and exceedingly differént nations as those of 
Europe has ever before even been thought practicable. 

The fact that we ourselves have no written constitution seems 
to blind even the most. intelligent and experienced «people to 
what must happen when you set out to create a new Government 
@b ovo. Moreover, the British people have not even begun to 
think of what is involved for themselves, for the Commonwealth 
and for their whole future, if all the most important of the 
sovereign powers of the British Parliament and Government are 
to be handed over to some other sovereign Parliament and 
Government. 

My own opinion is that the ‘urgent problem of the defence of 
Western Europe must be basedon the solid foundation of exist- 
ing Governments and co-operati between them, rather than on 
the uniquely hazardous experiment of attempting now. to create 
a new European Government.. Who knows to what strains it 
would be subject and what stability in existing circumstances it 
Would show. A good many countries co-operated with very good 


the Editor 


success to fight the last war. Is there any reason to suppose the 
countries represented in the Permanent Consultative Council 
cannot devise the methods by which they can successfully co- 
operate in their own defence ?—Yours faithfully, 

11 Old Broad Street, London, E.C.2 


[We did not suggest that powers of sovereignty should be handed 
over without there being a body to receive them. Nowhere did we 
suggest that “all the most important of the sovereign powers of the 
British Parliament and Government” should be handed over “to some 
other sovereign Parliament and Government.” Our: ‘carefully’ chosen 
phrase was the one quoted by Lord Brand—* some: willingness to 
submit, on some defined. questions. to the decision of a. central 
authority.” We are unshaken in our belief that without this (which, 
with all respect to Lord Brand, was done during the war) een 
Union will not amount to much. But this does not mean that all 
subjects must be decided centrally ; nor does it necessarily imply, at 
this stage, a central Government ; nor, finally, were we criticising Mr 
Bevin for not having a Constitution all ready. What we did say was 
that a great many people were being led-to believe that when the British 
Government talked about.a Western Union, it meant a West Union, 
not a new form of alliance between sovereign states ; and that if this 
is not what it had in mind, not necessarily for the immediate present, 
but for a not too remote future, it ought to say so now, before mis- 
understanding has gone so far that the removal of it will be dangerous. 
This was the question that we asked Mr Bevin to face.—Eprror.] 


Consumption Up or Down? 


Sir,—Mr Harrod argues that personal consumption in 1947 was 
12 per cent lower than in 1938 and not, as the White Paper statés, 
with important and well-emphasised reservations, slightly higher. 
The argument is not easy to follow. 


1. Mr. Harrod calculates “from information provided in the 
White Paper that co-ts of production, including profit, were up on 
the average by some 80 per cent.” There is no readily available 
information about costs in my copy of ‘the White Paper (except 
for consumer’s goods and services).. To get from the National 
Income statistics to changes in costs presumably requires some 
rather intricate calculations. As it stands, however, it is not clear 
exactly what this 80 per cent signifies. 

2. The next, stage of the argument appéarsto: assume that price 
index numbers, however different their weights and’ construction, 
and whatever the range of goods covered and the stage of production 
concerned, may not differ from one another by more than a certain 
amount. Mr Harrod’s justification for this assumption is a reference 
to some very elaborate ‘calculations hé has made, but he does not 
tell us what sort of calculations they Were. 

3. Prices are measured per unit of output. If, as Mr Hatrod 
does in his second paragraph, we inchidg profits. in’ cost, then— 
apart from subsidies and indirect taxes; which do not seem to be 
in point here—changes in money cost a unit of output are by 
definition the same as changes in price. hat then does Mr Harrod 
mean when he talks of prices rising more than wage rates and 
other costs? If he is referring to costs per unit of factor, e.g., time 
rates of wages, how does he treat profits ? 


Mr Harrod cannot expect us to accept his final conclusion 
without Showing us more precisely his method. Meanwhile he 
runs the danger of spoiling a valid criticism of the authors. of 
the White Paper. Each year important estumates are changed, 
sometimes by considerable amounts, and it is only. rarely that we 
are given an explanation, May we ask that in the complete study 
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of the National Income for the ten years 1938 to 1947, which is 

promised for later in the year, the authors will’ give us not only 

the “final official estimates ” but also a@ detailed account: of the 

method of arriving at the figufes “in all the principal tables ?— 

Yours faithfully, G. D. N. WorswIick 
Magdalen College, Oxford 


[The details of Mr Harrod’s calculations were omitted from his 
letter at our request.—EDI!TOR. 


The Experimental Period 


Sir,—A death is by murder when so proved, not otherwise. 
In certain countries—in one of which at least the knife is readily 
drawn—it was found after the death penalty had been abolished 
that the number of deaths proved to be by murder did not in- 
crease. Accordingly Britain is 10 try if this phenomenon is 
repeated here over an experimental period of five years. The 


Books and 


Documentary History 


* Documents on British Foreign Policy, 1919-39."’ E. L. Wood- 
ward and Rohan Butler, Editors. HMSO. _ First Series, 
Vol. I, 1919. 30s. Second Series, Vol. Il, 1931. 21s. 


It has been the fashion among some reviewers and historians to 
give a poor, and sometimes ungracious, reception to those volumes 
of these documents which have so far appeared ; and it may be 
of interest to consider the reasons advanced to justify this attitude. 

In the first place, the good faith of the editors has been ques- 
tioned. It has been suggested that they are subordinating their 
independence in the choice of documents to the Foreign Office. 
Needless to say, this suggestion has been made without any 
evidence to support it, and, apart from. ihe fact that the editors 
have publicly denied it; there is no need to take # seriously. 
It has even been implied that the decision to follow the method 
of arrangement by subject, instead of in strict chronological order, 
was due to this subcrdination, on the grounds that it is easier 
to hide deliberate omissions if arrangement by subject is the 
method used. This deduction is unreasonable. G.ven that some 
selection must take place,.it would be just_as.easy to conceal 
deliberate omissions—if¢that were the intention—under the 
chronological method asunder. the other. The truth must surely 
be that there was just as Much to be said for either method, and 
the choice was a matter Of preference. 

A more reasonable. compizint has been against the editors’ de- 
cision to exclude Foreign’ Office minutes from the collection. This 
is a serious matter, and the explanation of this decision, in the 
general preface to the collection, is not entirely. satisfactory. _ It 
is true that the number of such minutés must bé very .great. 
Selection may make them unintelligible, and the editors assure 
us that to include them all» would more than double the size of 
the collection. Among other reasons for their exclusion they 
remark that “as a rule it is unnecessary to print minutes, since 
the executive decisions taken’ on incoming material are given in 
the outgding dispatches and telegrams,” ‘This suggests that they 
aré Overlooking the point that the minutes are important, not so 
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argument is that if less murders are disclosed the experiment wij. 
be deemed successful and as a conclusion it will be : 
permanently.’ The conclusion may be good, since a bad 
may lead to a good Coriclusion, but the logic is a complete oq: 
sequitur. We might as well try reducing <0 Fp ull no: 
murders are detected and rejoice at a clear statistical record, jg 
there any reason why we should not be told today whether qe: 
are to abolish the death penalty because more murders a year g 
detected in the experimental period or because less are brough: - 
to justice in that period ? cel 
In my view, what the experiment has to’ prove is whether more 
criminals are armed and whether more polsoners “try it 
We should forthwith take steps to establish comparative recor 
on these criminal habits—as for the total of murders discovere 
this has no known relation to the number committed, and proves. 
nothing.—Yours faithfully, 


ts 





MERvyN O’GORMAN, Lieut.-Colonel’™ 
21 Embankment Gardens, Chelsea, $.W.3 ae 
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much for what executive decisions were arrived at, as for av 
understanding of how they were reached, of how foreign policy’ 
is made. One would, therefore, also like to be reassured thar 
important details of fact provided by the minutes, but not other 
wise recorded, are being taken to include such material as would 
throw light on the reasons for the executive decisions and: the 
manner in which they were reached. T 
Of the two volumes under review, the first could not be ee 
pected to include Foreign Office minutes because it is entirely 
taken up with the minutes of the Supreme Council in Parisig 
1919. But the second covers the entire activities of the F ; 
Office during 1931 ; and no single Foreign Office minute or foo 
note based on this material appears to have been included. It 
to be hoped that this situation will be improved in the volumes 
which are still to come, even if this does mean increasing ther 
size and delaying their appearance. ue 
Other charges, which are less important and also more question 
able, have been made against the procedure followed by ‘the 
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THANK God! we are Saxons! Such is our daily iving ; 
and at every fresh escapade of our two inscrutable néi 
we reiterate in a fresh access Of the sincerest gratitude, thank 
God, we are Saxons! Flanked by the savage Céltion one 
side, and the flighty Gaul on the other—the one a slave to the 
passions, the other a victim to the theories of the hour—we 
feel deeply grateful from our immost hearts that we belong 
to a race, which, if it cannot boast the glowing fancy of one 
of its neighbours, nor the brilliant esprit of the other, has 
an ample compensation in the solid, slow, reflective, phleg- 
matic temperament, which has saved us from so mamy errors, 
spared us so many experiments, and purchased for us so 
ae though incomplete and. unsystematic, blessings. 
ile there is observable a marked similarity, there is, also _ 

traceable, a definable distinction in the general Chatacter and” 
the present proceedings of the Irishman and the’Frenchman. © ~ 
fe a eee a <ivilised Celt. The Irishman a 

r au are deplorably able, and, w 
aroused, furiously y ild. , Both ale 
to be swayed almost with equal ease by a clever jest, or an 
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editors. It has been suggested that the formal record of the 
ceedings of the Supreme Council (a part only of w: tee a 
the whole of Volume I of the First Series, which * to 

1,000 pages) need not have been included in the.collection. It 
is true that the entire record has already been published’ by the 
United States Government ; but that js‘surely no argument against 
its inclusion in the British collection of published: sources, 


A more sensible argument for its exclusion has been that it is 
unrelievedly detailed and dull. The peace treaty with Germany 
had already been signed when the record begins. The great topic 
had been settled ; the principal figures had departed, The Council 
was entirely occupied with the detailed wreckage which resulted 
from the outstanding-fact that, besides the German and Austro- 
Hungarian Empires, the Ottoman and Russian Empires had also 
foundered during the First World War. All this is true, and the 
1919 Volume will, accordingly, be of no value or interest for the 
general reader. But to resent its publication on these grounds 
is to overlook the. fact that the conduct, and ‘so the history, of 
international relations is unbelievably detailed and dull at many 
periods. It need not be concluded, as has been done, that at 
such periods vital and exciting developments were taking place 
outside the Foreign Office, which only the records of the Cabinet, 
the papers of the Prime Minister and the proceedings of the Com- 
mittee of Imperial Defence would reveal. It goes without saying 
that it would be valuable to have these additional records pub- 
lished, and it is legitimate to regret that many valid considerations 
stand in the way of this, But it is by no means the case that 
dissatisfaction with the dullness of what is being published would 
thereby be relieved. 


Another deduction, highly ingenious but fundamentally un- 
sound, has been reared on this misconception, That this collection 
is to be confined to Foreign Office documents, whereas all the 
interesting developments would be revealed only if .the records 
of the Cabinet and of other departments were released, this—so 
goes the argument—is an attempt to reassert the independence of 
the Foreign Office which has been lost since 1919. It need hardly 
be said that this is a fantastic suggestion. It may be true that 
between the wars, as this argument continues, British foreign 
policy has largely been made elsewhere. But has this been more 
true since 1919 than it was before ? The making of British foreign 


711: 
licy has never been solely, or even largely, the work of. the) 
oreign Office, It has always been the collective responsibility | 
of the Cabinet, The influence of the Foreign. Office within the) 
Cabineg will be smaller or gteater achiediog Io hae) re of, 
the Foreign Secretary, both absolutely and relatively to that_ of: 
his colleagues. .It is arguable that since 1919. the. Foreign Office 
has been held by a series. of comparatively, weak, Secretaries and 
that its importance has accordingly been smaller than at other, 
periods. But it is ridiculous to suggest that the aim of the Foreign 
Office under a strong Secretary would be to assert its indepen- 
ence of the Cabinet or that the:coliection of Foreign Office docu- 
ments now being published is an attempt to reassert an inde- 
pendence which the Foreign Office has previously. known. 

The further implication is that the records of the Foreign 
Office alone, especially in a weak period like that since 1919,. 
cannot be expected to reveal the foreign policy which, the Cabinet. 
made. This, ih its turn, would probably not bear serious investi- 
gation. It would, of course, be ideal.if.all the other records could, 
also be made available. But it is futile, because they cannot be, 
to ignore the fact that this comprehensive collection of Foreign 
Office documents, when complete, wilk.provide a sure insight into 
British foreign policy between the two wars. It is misleading, 
as well as malicious, to suggest that-its editors are engaged on a 
useless task. ’ 


Shorter Notice 


“ Baltic Background,.’’ By Bernard Newman. liustrated and 
with Maps. 280 pages, Robert Hale, 16s. 


Mr NewMaN is not to be congratulated. on. this. latest addition to his, 
already copious works. In this book he discusses the history, geography,, 
politics and prospects of the countriesyof the Baltic region. When, 
the author’sticks:to-facts and figures available in other published books 
the summary has some yalue, but when he indulges in a more 
philosophical or prophetic view some remarkable irrelevancies and 
errors of judgment appear: he thinks, for example, that Sweden will 
be the architect of a Scandinavian Federation. .Such blemishes show 
up the egotistical and superficial character of the book and reinforce 
the reader’s feeling that, in spite of the many personal anecdotes, «its 
air of authority is spurious. 
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rich man, poor man... 
. In 1939 an American worker could buy thirty times 
as much with his wages as could a-Chinese . . 5 


This is one of the startling facts revealed by Colin,Clark — 
in his article on the living standards of the world, appearing 
in the current issue of FUTURE. 


OTHER FEATURES IN THIS NUMBER : 
@ A Survey of the Scientific Instrument Industry. 
@ ‘‘ Fortune,”” America’s business magazine. 


@ Art Takes a Degree. A description of the Courtauld 
Institute of Art. 


@ Microfilms in Industry, by Lucia Moholy, A.8.?.s, 
@ Sweden’s Unorthodox Co-ops., by Thomas Harris. 


The editorial technique and brilliant use of colour illustra- 
tion make FUTURE unique among British magazines. 
With a lasting interest and value, it is a publication you 
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LONDON TRANSPORT 


14TH ANNUAL REPORT AND ACCOUNTS 


This report tells the story of London Trans- 
port in 1947 and reviews its 14} years’ 
activity and endeavour since its establish- 
ment in 1933. During these years, while 
the population served rose by three per 
cent, the service, in terms of total miles run 
by all passenger vehicles, increased by 
nineteen per cent. The 14th Annual Report 
shows how this development has been 
achieved. The accounts and statistics give 
a detailed picture of London Transport and 
its operations on the eve of nationalisation. 


‘Copies of the 14th Annual Report and — 
Accounts may be had, price one shilling, _ 
post free, from London bana cok ss. 
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Don Quixote writes a letter 4 


** Sancho,” said Don Quixote, “*I must write a.letter to, 
the lady of my heart. For her fair beauty we must have 
the finest pen, the smoothest paper, and the most enduring 
ink in the whole world.” 

“© At least we know where to look” replied Sancho, 
setting off towards Smith’s. He knew that there he could 
be sure of the best selection going. 


W. H. SMITH & SON, LTD. 


1500 BOOKSHOPS AND BOOKSTALLS THROUGHOUT ENGLAND 
AND WALES 


1848. A CENTURY OF BOOKSTALL SERVICE 1948 








_. “Crown . 
Colonist. 


ree Me CONCERNED IN THE TRADE AND DEVELOPMENT 
ee acne PROTECTORATES in 
RITORIES OF THE BRITISH 


KENYA oa RHODESIA NORTH BORNEO TANGANYIKA CYPRUS 
CEYLON SOMALILAND BRITISH GUIANA SEYCHELLES BERMUDA 
BAHAMAS PALESTINE BECHUANALAND NYASALAND TRINIDAD 
BARBADOS MAURITIUS BASUTOLAND ST.HELENA LEEWARDIC 
GIBRALTAR SARAWAK WEST PACIFIC IS ZANZIBAR HONG KONG 
GOLD COAST JAMAICA BRITISH HONDURAS NIGERIA A-E SUDAN 

1S UGANDA SWAZILAND GAMBIA WINDWARD IS 

MALAYA FiJdi SIERRALEONE MALTA ADEN 


‘MAY NUMBER ; 
PRINCIPAL CONTENTS. 


Open-cast and Deep Coal Mining in Mala 
Rehabilitation of collieries at pd Arang z 
Trade Anomalies in the British West Indies 
Controls, dollar leakages and buying trends 
Seeking Wild Beasts in Central Africa 
Feats with rifle and camera. 


Primary Products from Colonial Territories 
To meet world shortages 


- Sport of Republicans ~ ia 
An answer to foreign critics of British Rd . 
Communist Party’s Réie in Colonial Politics 34 
Propaganda which reveals a Soviet offensive 
CURRENT. EVENTS, ILLUSTRATED 
Over 70 interesting, informative and well-reproduced photographs 
ROUND THE COLONIAL EMPIRE: 
Despatches from Correspondents and news in brief “ah 


33, TOTHILLST., WESTMINSTER,LONDON, S swdl] 



























be Ng Ng ale PI 


pat on Shes 


hie ES 











THE ECONOMIST, May 1,’ 1948 


~ AMERICAN SURVEY... 


713 





The Risk of Another Harding 


(From Our US Editorial Staff) 


T the Republican convention this year the more progressive 
A wing of the party will be challenged by the determination 
of the old guard to revive the Republicanism of the Harding- 
Coolidge era. The calculations of the party bosses are strike 
ingly similar to the thinking which made Mr Harding the party’s 
candidate in 1920. For months before the conventions in 1920 
it was certain that the Republican nominee would become 
President. Then—as now—the first election after the end of 
a war was being held. . The. war had been fought by a Demo- 
cratic Administration headed by a President of outstanding 
quality, but Wilson, though still alive in 1920, was partially 
paralysed and no longer his party’s candidate. Under the cir- 
cumstances there was no pressure on the Republican party 
leaders to choose a man who would appeal to the voters. They 
could afford instead to look for someone’ who would’ give the 
party regulars the places in the sun which they had missed for 
eight years. After one of the longest conventions on record 
Warren Gamaliel Harding was nominated and began the twelve- 
year Republican reign which ended when Franklin Roosevelt 
defeated Herbert Hoover for re-election in 1932. 


The nomination of Mr Hatding so shocked the New York 
Times that it published its editorial opinion of the Republican 
Party and its candidate on the front page in a leader which has 
since become famous. (Harding had been a Senator for five 
years so the party leaders could not even plead ignorance of his 
weaknesses.) 

The Times wrote: 


The nomination of Harding, for whose counterpart we must 
go back to Franklin Pierce it_we would seek a President who 
measures down to his political stature, is the fine and pertect 
flower of the cowardice and imbecility of the Senatorial cabal 
that charged itself with the management of the Repubucan 
Convention. ., . What has befallen the Republican Party of 
the early days, the party of sixty yeafs ago, when it was pos- 
sessed of moral purposes, or of forty of thirty years ago when 
it could still proiess to have them and find believers ? Where 
are its leaders ? . . . And, if the question be not too, unfeeling, 
where and what are its principles—if any it have ? re 
control (is) exercised by a group of Senators. . . . None 
them, none of their accomplices in party degregation, would 
have come withig hailing distance of the foremost rank of 
party chiefs in the brilliant days of Republicanism. And for 
principles they have only hatred of Mr Wilson and a ravening 
hunger for the offices. 

If the Republican machine has its way, the New York Times 
may have another opportunity to show its righteous indignation 
this year. Much of the same language may even be found fresh 
enough for use again. With the fruits of-office once more within 
its grasp, it has clearly no intention of letting them go to any 
young upstart. Mr Stassen was treated with mild tolerance 
until the Wisconsin and Nebraska primaries proved that he had 
more strength than had been suspected. Now reports from 
cther Midwestern States—States, which ought, according to the 
book, to be safe for anyone the National Committee likes to 
choose—show that sentiment is strong against Taft and turning 
to Stassen. ' fet 4 i 

The Committee is in a difficult position. Although Senator 
Taft is a dangerous’ progressive to some Republicans*(he has 
been seriously called a Communist in his own home town of 
Cincinnati, by a real estate agent, for his support of the Federal 
Housing Bill) he is labelled as a reactionary in the nation, 


The polls show that Mr Taft is the only prominent Republican 


candidate whom even Mr Truman could beat. But the other 


prominent candidates are all less conservative thaneSenator 
Taft. If the history of 1920 is to be repeated in the balloting, 
it is necessary to prepare a compromis¢ candidate. At that time 
there was a deadlock between Governor Lowden and General 
Leonard Wood ; Senator Harding was produced out of a con- 
ference between the supporters of both. But in 1940 Wendell 
Willkie slipped through when there was another deadl@ck, and 
took the party leaders by surprise. _Mr Stassen must. rot be 
allowed to repeat Willkie’s performance. A Harding must be 
standing by, ready for acceptance by a tired convention, 


* x * 


That some strategy of this kind is being planned was apparent 
after the meeting of the Republican National Committee held in 
Philadelphia last week at which the officials for the convention 
were chosen. There are two important jobs at a convention. 
One is that of delivering the “keynote ” speech—in» which 
the party programme is enunciated—and the other is thai of 
the Chairman of the Conventiony > Mr Dwight Green, the 
Governor of Illinois, was chosen,to:make the speech and Repre- 


sentative Joseph Martin, the Speaker of the House, is to be: | 
Chairman. The choice of the 'Jatter is routine, that! of the . 


former. curiously...cynical...... The..two: together.make-.a- strange 
commentary on the politics of Mr John L. Lewis and also 
suggest that the National Committee has no interest iy the man 
whom the Republican voters appear, frem the record, to want 
as their candidate. : 

The keynote speech was delivered in 1940 by the Gevernor 
of Minnesota, then Mr Harold Stassen,:andin 1944 by the 


Governor of California; then, as now, Mr Earl ‘Warren. The 


chance to make it is considered.a stepping-stone to candidacy 
for. the nomination in the future. Governor Green has not 
waited for this accolade to start his campaign for the Presi- 
dency. He has, ever since~he became’ Governor in 1940, 
spent so much time grooming himself—and being groomed 
by Colonel McCormick—for the Presidency or, at least, the 
Vice-Presidency, that he has given little thought. to. proving 
his ability as Governor. ,, He will make a good speech—the 
editorial writers* of ‘the Chicago. Tribute are probably the 


best in the country—but it will hardly offer the party a pro- 


gramme with which Mr Stassen can agree. 


Unfortiinately, the Governor was so busy with his aspirations 
for the future that he probably failed to read a letter sent to 
him two years ago by the officials of Local Union No. §2 of, the 
United Mine We 
of the Illinois Department of,Mines, The letter ran: 

Governor Green.—This is a plea to you to pitase save our 
lives, to please make the department of mines and minerals 
enforce. the laws at’ the No. § «mine of the Centralia Coal 

Company’. . . before we have a dust explosion. 


This was written after four years of reports by inspectors on, 








‘““AMERICAN SURVEY” is drawn trom three 
sources, Articles described as *‘ From Our US Editoria! 
Staff ** are the work of a small group of regular 
correspondents, resident in the United States, Articles 
with some such attribution as ‘*‘ From an Industrial 
Correspondent *’ or ** From A Correspondent in Ohio *’ 
are from outside contributors. Everything printed | 
without attribution is prepared in London... 











orkers, a letter in protest.against the négligence: 
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which ‘no action had been’ taken. Last yea the dust explosion 


took place at a cost of 111 lives—including those of all but 
one of the signatories of the letter, .Ayfew days after the 
disaster the St. Louis Post-Dispatch, a newspaper which often 
uncovers scandals in Illinois which have missed: the: sharp eyes 
of Chicago Tribune reporters, reported that mine owners were 
being asked by inspectors who visited them for contributions 
to the campaign of the Republican candidate for the mayoralty 
of Chicago. Governor Greén seemed to be in trouble. 

Mr John L. Lewis came to the rescue. Using the excuse 
that the mines had been taken over by the Federal Govern- 
ment a year before, he overlooked the years during which the 
State of. Illinois. had.been, the only authority, responsible for 
enforcing safety regulations and,..with, an outraged cry. .of 
“There is too much blood on our coal”, Jaid the blame .on 
the Department of the Interior. .Mr Roosevelt may be dead 
but Mr Lewis has not forgotten him or his party. And anyone 

‘whose hatred of Roosevelt is as passionate and as permanent 
as his, is a friend of the Repubiican high command. 


Representative Martin is not only Speaker of the House, 
he is also the safest party Republican there is and the ideal 
Presidential candidate of the old guard. He himself has few 
doubts that, when Senator Taft and Governor Dewey have 
killed each other in the early ballots, the Convention will turn 
to him rather than to Mr Stassen. Two weeks ago he arranged, 
behind the backs of an Acministration which was trying, 
against its better judgment, to enforce his own party’s Taft- 
Hartley Act, the maneuvre by which Mr Lewis was allowed 
to triumph over the mine owners and advise his union members 
that their agreement had been “honoured” and that they 
could go back to work. As a result, Judge Goldsborough 
let Mr Lewis off with a fine instead of sending him to gaol. 
Mr John L. Lewis is a man whom the Republican Party would 
prefer out and about to help them during an election year and 
Mr Martin saw that he stayed out. 

‘Mr Lewis appears, on the evidence, to be willing to forgive 
Governor Green the Centralia disaster and Speaker Martin the 
‘Taft-Hartley Act. The stage is well set for a Convention at 
which one or other can be the compromise candidate. But, 
though the setting may be modelled on 1920, it is impossible 
to duplicate the cast. The Nation remarked this week, refer- 
ring to the excuses made by the party regulars for Mr Stassen’s 
two victories, that “ the professionals are willing to face any- 
thing but the increasingly plain truth that orthodox politicians 
have lost their appeal.” There will be many at the Conven- 
tion, not only delegates, but also Senators and Congressmen, 
who now think country more important than party and would 
express their feelings in action. 


American Notes 


Troops for Palestine 


Last week at his press conference President Truman wondered 
aloud what the members of Congress, who were questioning his 
right to order troops to serve outside the United States, knew 
about his authority as Commander-in-Chief. . His remark was 
interpreted as a sign that he intended to order American troops 
to partic.pate in a United Nations police force for Palestine with- 
out consulting Congress, If he had any such. intention his musings 
have made it improbable that he will be allowed to carry it out. 

The authority of the President to send troops abroad without 
the approval of Congress is. undeniable, but ill-defined ; it has 
been frequently used in the past, but only, under certain con- 

, ditions. In the first place, the troops have usually been required 
to protect American lives and property: these are not threatened 
_t9 any important extent in Palestine. Secondly, on some previous 
occasions the need for troops has arisen unexpectedly and there 
has been no.time,to consult, Congress. The need for, troops to 
enforce the truce and. trusteeship schemes may have been a 
surprise, to the United States. Government, but informed observers 
in America haye always insisted that the new policy, like par- 
ution, could only. be implemented by force. The plea of urgency 
will therefore hardly be accepted on this occasion. “Thirdly, in 
the past troops have been sent abroad in defence of afi e&tablished 
national policy. But neither Congress nor the public has con- 


‘hope of a settlément in 
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fidence in’ the ‘trusteexhip scheme, feeling ‘that it Offers no 
Palestine than did partition ar it 
represents an ineffective surrender to the threat of force, ““" 
Furthermore, troops cannot long be kept abroad without mon 
which must be provided by Congress, and no one could 
their stay in Palestine to be short. Finally, although’ 
circumsjances are not exactly these,envisaged when the United 
Nations Participation Act was passed, Congress is not likely to 
allow itself to be deprived. of the right, expressly reserved for. it 
in that Act, of approving the number and types of armed forces 
to be made available to, the United Nations. 
When to the above considerations are. added the Political ¢x. 
plosiveness of anything to do with Palestine and Mr Trump 
’ 
i 


present Jack of prestige in. Congress and in the. country 
difficult not to feel that.the, question of the. President’s sj 
send troops abroad _ jis. largely academic... More selevant 8; the 
question whether, if the United, Nations decides to, establish: 
police force, Congress will sanction the participation to, wh 
Mr Austin has committed the United States (if other 
also participate), and whether the United States can in fact mak 
an adequate number of troops available. A small force of volyy 
teers to safeguard Jerusalem might be welcomed as a penance 
Palestine 
bor 







a nation very conscious of its shortcomings in respect of 
but the reaction to a request for anything more sub : 
doubrful. 


i 
* * + - 
“ Big Steel’s ’’ Price Gesture wy 


Scarcely more than a year ago retail traders in the uni me 
tant town of Newburyport, Massachusetts, attracted nati 
publicity by their efforts to arrest the inflationary tide by reducing 
store prices and by appealing for support on a scale sufficient 
enforce a later adjustment in wholesale lists and factory 
In 1947 it did not take long to prove the failure of this bm 
attempt to defy inflationary forces, and where Newburypen's 
Canutes acknowledged failure, it was no less inevitable that sud 
giant corporations as Ford and International Harvester show 
also register in their turn the futility of isolated attempts # 
reverse the trend. vin 

Today conditions are different, and the American busines 
community is attempting to assess the significance of downward 
price revisions by “ Big Steel,” General Electric and Westinghouse 
Electric, along with some other and less widely known con 
For US Steel the revision of list prices is estimated to ones 
million, and the other side of the medal is the firm refusal of the 
management to concede: fresh wage claims. Since the steel 
workers are bound by contract over the rest of 1948, it seems 
unlikely that their present reluctance to accept the denial of wage 
claims will bring immediate troubles. But they are unquestien- 
ably correct when they assert that the price revisions are unlikely 
to go far enough to bring them, or the general mass of workers, 
any realisable gains. And they are pointing out that “ Big Steel” 
still profits on balance by the price changes that have. been 
made this year. The recent reduction is Jess substantia 
in itself than the advances registered only a few weeks ago. 
The concessions of General Electric (for the second time in 
1948) are considerably larger, but both look small when oon- 
trasted with the recent advances in rail rates, which are ¢fti- 
mated to cost industry at least $300 million yearly. 

Claims and countef-claims by industry and by organised labo 
follow naturally from the present round of wage bids in whit 


















the unions are meeting a resistance which is, perhaps, Oi 


expectedly firm, Chrysler has turned down wage claims, We 
inghouse and General Electric are opposing the “ third round” 
with price revisions, the meat ers are resisting and the # 


industry stoutly follows the of “Big Steel.” They ae 


moves which may not be altogether successful, but there canbe 


no doubt that, on a broad view, industry has powerful argum 
in its favour today. Evidence of a forthcoming depression’is met 
apparent, and the superficial signs suggest, indeed, at least @ 
even chance of a niéw inflationary wave. ‘But industry kt 
also that the situation which would support “ inflatiol 
psychology” (a steadily rising’ tempo of ‘defence’ expend 
could not do otherwise than provoke early and rigorous 
trols, And it is also aware that the wage gains of the last tiie 
years cannot be repeated with safety on the. basis of, stable prit 
Unless a continuing" price rise ‘can "be relied upon, the t 
policy of forcing up wages might ‘become a formidable we 
unemployment e' employers’ redctién is no’ ‘more’ 


simple recognition of the fact thatthe r boom has te 
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a point at which it may no longer be worth while to repeat the 
1947 formula of peace—and an even flow of production—at 
almost any price. | ary gore y 


* * *- 


Stopping Stassen 


The dust of Mr Stassen’s political explosions in Wisconsin 
and Nebraska had hardly settled before rumours began to circu- 
late of just such deals between the other candidates to stop 
Mr Stassen at the convention.as are discussed in the article on 
a previous page. Senator Taft and Governor Dewey, it was 
said, would agree to throw their votes to some less controversial 
and more regular candidate, indeed to almost anyone rather than 
the novice who has tweaked their noses, pulled their beards, and 
run public circles round them. Mr Dewey, it was even thought, 
might support Senator Vandenberg, accepting the Vice-Presidency 
in the hope that he would succeed the elder statesman at least 
by 1952. 

There is an air of plausibility about these speculations, though 
delegates pledged to one candidate sometimes rebel at efforts to 
transfer them to another. But they may underestimate the almost 
irresistible attractions of a band-wagon for Americans. There 
was a very practical value in having been “for Roosevelt before 
Chicago” ; some Republican leaders may calculate that it is a 
good risk to be for Stassen before Philadelphia—or at least that 
it is a bad risk to be too openly against him. It is important 
to pick the winner this year; for the first time since 1933 a 
Republican candidate will have something to distribute other than 
post-mortem certificates. Federal jobs in the states have been 
monopolised by the Democrats for 15 years. As Cleveland once 
said, “I have a hungry party behind me.” 

Also no candidate is yet ready to talk about bargains, the pre- 
supposition of which is that he cannot get the nomination for 
himself. Governor Dewey has not thrown in the sponge yet. 
Both he and Senator Taft are busy strengthening their fortifica- 
tions, Senator Taft in Ohio, which elects its delegates on May 4th, 
Governor Dewey in Oregon, which goes to the polls on May 2rst. 
And every pressure is being put on the wavering political leaders 
in states where the delegates are chosen by the party machine. 
So far, Governor Dewey holds a substantial lead in pledged dele- 
gates, though even his supporters admit his strength ts much 
less than it was four years ago. 

Mr Stassen’s political genius is now conceded, admiringly in 
some quarters, disparagingly in others, to consist in large measure 
of an infinite capacity for taking pains: The most heartfelt 
tribute was Senator Taft’s accusation that Mr Stassen “ did it 
the easy way”: instead of fighting the good fight in Congress 
he spent two years campaigning. The Ohio and Oregon primaries 
are the two chief hurdles which remain before the convention. 
In Ohio Mr Stassen will be called upon to show that his appeal 
works in industrial as well as rural areas ; Senator Taft will be 
at pains to show that he can still call the “mother of presidents ” 
his own state. In Oregon the third round between Mr Stassen 
and Governor Dewey will determine whether the latter has any 
hopes of “stopping Stassen” alone or whether he must confess 
defeat and look round for allies. 


x * * 


Defending Democracy at Bogota 


A few fireworks are not unusual at a Latin-American con- 
ference, but only the United States Central Intelligence Agency 
showed any signs (and, those not very clear) of expecting the 
bonfire which came near to. destroying the Ninth Conference of 
American States at However, the conflagration cannot 
have been altogether unwelcome to Mr Marshall, since it lit up 
very luridly the Communist threat in the hemisphere and banished 
to temporary obscurity. the economic. problems of Latin America, 
thus averting the open clash which had earlier seemed almost 
inevitable, ; 

Many Latin Americans did not share the enthusiasm of the 
United States for a collective stand against Communism, since 
they were very conscious of the way in which repressive legisla- 






tion might be misused by dictatorial nes in their countries, 

oe eee Sear We a 
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ensured. adoption of the. .r Bain te 


aye pc yor vided f to os such 
any itarianism ” pro for measures to prevent si 

movements. from fateriering. in the public ae et the American 
nations, The resolution also recognised that. risings such as that 
at Bogota were not due simply to Russian infiltration, but had 
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deeper Toots in the economic difficulties of the western hemi-; 
sphere itself, a consideration which the United States has tended! 


' to_underemphasise. 


Decisions on these econdmic questions are being held over for’ 
a special conference in the autumn, probably at Buenos Aires, 
but. Mr Harriman and other members of the United States dele- 
gation have presumably been explaining at Bogota exactly how 
heavy is “the tremendous burden which the United States has 
been compelled to assume” and of which, in Mr Marshall’s 
opinion, the other delegations had avery limited understanding. 
By the autumn, purchases: under the Economic Co-operation Act 
may have begun to assist the Latin American economy. But it 
is capital for development that Latin America wants and the 
deathly silence which greeted Mr Marshall’s announcement that 
the lending power of the Export-Import Bank was to be increased 
by $500,000,000 was the measure of the delegates’ disgust at this 
disappointing offer. 

Certainly Mr Marshall made little effort to soften the blow 
and resisted any temptation to. support the proposal for a com- 
mission to study the elimination of colonialism in America, ‘To 
Latin Americans the whole United States approach to the Con- 
ference may well have looked more like the big stick of the first 
Roosevelt than the good neighbourliness of the second. .It was 
in’ the days of isolation from Europe that the latter policy 
flourished. The United States has now extended its neighbourli- 
ness far beyond the hemisphere and Latin American readjustment 
to the loss of a privileged position is not made easier by the 
unmistakable, even if only temporary, preference which the 
United States is showing for its new neighbours. 


* * * 


Salvaging the Merchant Marine 


America’s merchant marine is being called to the colours, 
Fear of Russia now seems certain to float off the expansion pro- 
gramme which has always in the past stranded on the deter- 
mination to economise somewhere. ‘The cause of America’s mer- 
chant shipping has been taken up by the Administration ‘and 
presented to Congress by the defence chiefs. Mr Sullivan,ithe 
Secretary of the Navy, recently declared that the United States 
over the next few years needs 50 more fast liners capable of being 
converted into troop carriers at short notice, and. 116 fast tankers. 
A two-year programme of about $185 million in construction 
subsidies is expected to be submitted to Congress. The Maritime 
Commission, which a few weeks ago was still being asked nastily 
by Congress what it did with the $8 billion it spent during the 
war, is on its way to rehabilitation. 

The alarm of the Services over the prospective shortage of 
troop transports is equalled by its concern over the loss and 
dispersion of shipbuilding; skills... New construction is virtually 
at a standstiJl, and employment in the industry, which reached 
1,700,000 during the war, had fallen below 250,000 last summer. 
Mr Sullivan testified that it was now approaching 23,000—less 
than the level in 1933—and urged ‘that it should be raised to 
80,000 or 100,000. 

The anxiety of the Services is understandable. What causes 
alarm abroad is the determination to combine war preparedness 
with peacetime profit. Since’ 1936 the United States has openly 
subsidised certain shipping lines which compete with foreign 
flag ships. The subsidies take two forms: a construction differ- 
ential designed to make the cost’ of American-built’ ships no 
higher than comparable ships built in foreign yards, and operating 
subsidies designed to enable the’ American’ shipping’ companies 
to compete, despite their higher wage costs, with foreign shipping. 

The liner project, which has’ been advanced“both by the Mari- 
time Commission and the Président’s special ‘committee, has 
languished, partly because of the pressure for economy, partly 
because the construction subsidy has been kept to 35 per cent of 
total cost rather than the 50 per cent the shipping Companies want. 
It seems likely that this higher figure may ‘be granted despite 
the stand of the Maritime Commission that it may give American 
shipping an unfair advantage in the North Atlantic trade and 
invite retaliation. The Commission also opposes ‘a Bill before 
the House which would shower construction subsidies and other 
aids on all comers, whether they competed abroad or not. A; 

The President’s committee to’ investigate the merchant’ marine 
came to the conclusion that over twenty-five peacetime years 
government aids to merchant ing have averaged about $40 
million a year. “This figure is to be stepped up sharply. 
But part of the cost of this defence measure will be borne by 
shipping oar very nations whose dollar deficit prompted 
Mahal plan. 
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THE WORLD OVERSEAS 





Report from Germany—Il 


Bizonia in the Marshall Plan te 
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(From Our Special Correspondent) 


FARE the sinceosion iat an Mean -Rlemt sit paiarions bee 
jaid down by Mr Marshall himself and his chief advisers, 
that the recovery of the German economy was an. essential con- 
dition of European recovery. In fact, Western Germany will 
probably be allocated the largest share in American aid after 
Braain. The German total consists not only of the $437.4 million 
proposed for Bizonia under ERP. proper, but also of about $800 
million which Congress may vote as appropriated funds for the 
War Department’s use in occupied territories, together with what- 
ever funds or services Britain may supply. Further, the Admini- 
strator has proposed that the French Zone shail receive $96.4 
million under ERP, and the Saar Basin another $15.6 million. 

Nevertheless, if it had not been for the urgent demand of the 
Dutch, Germany would have béen left out of the report of the 
Committee for European Co-operation in Paris last year. As it 
was, a section was included by the British and French Military 
Governors. The report for Bizonia was not a German product, 
though in the vital part dealing with food it was the result of 
close co-operation and agreement between Herr Schlenae, 
Schoeningen’s department and the Anglo-Americans. 

it was not until the talks held in London last February eeneetn 
America, Britain, France and Benelux that a concrete decision 
was-taken to include Western Germany in ERP and eventuaily— 
when a German Government exists—to allow it to take part in 
the Continuing Organisation. In the meantime, it was conceded 
that Germans might take part in the technical committees. How- 
ever, at the foundation of the Organisation for European Economic 
Co-operation in Paris on April 16th, owing to French opposition, 
mo representative of the German States Councils signed with 
General Robertson and General Koenig the pledge of mutual aid 
on behalf of Germany. 


Dollar-Happy Planners 


In Frankfurt, tne. 00 LN ROD SUSIE. IRL SpIFIONS. At the 
end of last month, the heads of the bizonal administration handed 
over their first estimate of Bizonia’s balance of payments for the 
first Marshall Plan year, and were ceremonially given 
the drafts of the Continuing Organisation, with the 


Germans chomeed their complete misconception of the } 
Plan, which they both .over- and, underestimate. Dr Koehler, 
president of the Economic Council, went too far, and prepared the 
ground for future disappointment, by declaring that Germany was 
now “a partner with equal rights” in the Western organisation. 
Their first estimate was a shopping list drawn up by doliar-happy 
planners with even Jess idea than their counterparts in Paris last 
July that the Plan requires them in increasing measure 
to give. as well as take, 7 ignorance is not entirely the fault 
of the Germans, cut off as they are from the world, with no 
means of buying publications abread (except, as a very recent 
concession, trade journals). Eyen the editor of one of the leading 
economic newspapers has never seen, and would be unable to 
ae such basic. data as the CEEC report, or the Harriman 
news agencies and press. are 100 unskilled and 
en as well as too restricted.to fill the gap. 
The news that y .was.in the Marshall Plan hardly 
— the pill. represented. by General Robertson’s warning 
come the arse Gein nto, ikea up Wi the pd to 
average. German .is too taken up with the problem 
has.had too. many promises of increased 
Smear ke Meine Seems a ee forecasts of 
better. umes to come. 
‘To the,German. businessman, the. Marshall Plan seems a gi 
substitute for economic unity. If the German East, i 
the Polish territories, had not been cut off, the economy of 


country—he argues—would be more or less all right ; though i 
would need annual credits of about three billion marks tO set 
it firmly on its feet. If it were not forced into the dollar area, it 
could restore its nee trade, particularly its food imports from 
the South-East of Europe. As it is, the Marshall Pian will 
merely load future generations with debt, and will not in any 
case solve Germany’s balance of payments problem. The Marshall 
countries and America, to which trade must be diverted, will 
never accept the $2 to $3 billion worth of German exports a ‘yeas, 
which will be necessary eventually if Western Germany i is to be 
viable. They fear German competition and will impose restrictive 
tariffs: So the arguments run, and they are not-¢asy to refute, * 

Economists stress that the investment needs of Western Genmaa 
industries amount to many hundreds of millions of dollars. At 
the same time, it is pointed out that if American capital és 
extensively invested in German firms, the workers will be roused 
by Communist propaganda on “capitalist imperialism.” 
the Marshall Plan has not made an encouraging psycho 
start in Germany. 

Te 
Trimming the Estimates 


The first German estimate of requirements was a shock to é 
British and Americans. Its worst features were that the impor 
list was headed by 5,000,000 tons of coal, at a cost of $106 m 
and imports of 750,000 tons of semi-finished steel ; while exports 
included only 150,000 tons of scrap, or litthe more tham the 
present contract for Britain, and only 75,000 toms of steel, 

This estimate was revised on request. The second versian, 
which the Frankfurter Rundschau secured for publication, showed 
a deficit of $1.6 billion for the year 1948-49. “Total imports 
were placed at $24 billion, still including the coal, and exports 
at $660 million, including this time 600,000 tons of scrap. This 
version was again returned for revision by the Anglo- 1 
economic authorities. The total deficit was larger than the sum 
which is likely to be available to the bizonal area. S 

A third version was therefore produced under protest just 
before the Paris meeting on April 16th. This has now beea 
approved by both the German Chambers with a reservation that 
it must be slightly amended in Paris. The compilers of the 
estimate, however, privately maintain that it is already so distorted 
that Germany’s commitments under it are not likely 10 be 
fulfilled. 

This third version showed a: total deficit reduced to tht 
required figure of $1.2 billion. The reduction had been achieved 
by cutting imports.to just under $2 billion and increasing =n 
to $730 million, chiefly by doubling the exports of scrap, 
1,200,000 tons. Imports of food and seeds remained at the 

of $900 million, as everyone agrees that this sum, large though 
is, is essential if a ration of 1,800 calories a day for the 
consumer is to’be provided. " 

Imports for industry have now been placed at $1 billion. He 
vast the increased flow into Germany will be can ‘be judged when 
it is recalled that imports for industry, éxcluding oil, amounted 
last year to only about $50 million. The proposed 5,000,000' 
of coal have been removed and coal imports tothe value of 01 

remain. Small amounts of Ameritan coal are 
being imported, as part of an arrangement by which Germany ® 
return exports more coke, which will Jead to the production | 
over one mi Tons more steel in the recipient countries. 


small amounts of coal are also being imported for special purposes 


from Czechoslovakia. 
Only small cuts were made in impérts of ores‘ ($42 ‘million for 
iron ore and $4, 


and itn ($75 in the sécond version), Textile raw 
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million ; chemicals now stand at $110 million, cellulose and paper 
at $56 million. The very large figure of. capital equipment 
required for the railways, mines and power plants wasscut.to 
$128 million, Sten’ ped.dod & 

After cuts, the Germans. put their minimum import needs 
for consumer goods, tobacco and coffee. at nearly $98 million 
for the year. If currency reform. is to be.a success, and nobody 
likes to think what will be done if itis not, consumer goods will 
have to be imported. ‘The figure estimated is apart from. $45 
million worth of goods, including. foodsmffs, which will be im- 
ported as part of the incentive scheme for miners and the bonus 
‘scheme under which export can buy abroad with 10 per 


. cent of their foreign exchange proceeds. 


Twentyfold Export’ Increase 


In return for the twentyfold increase in imports for industry, 
the Germans undertake to export a.total. of $730 million for 
the first Marshall Plan year. The total for 1947 was only $222 
million. Raw materials—coal, timber and scrap—will still account 
for half the total ($363 million), (In 1947 the proportion was. as 
high as 72 per cent, to the extreme resentment of the Germans.) 
Export of manufactures will realise, it is estimated, about. $300 
million, or approximately eight times the 1947. figure. The 
balance is made up of exported gas and services. 

The second version of exports, which was little changed in the 
third version, with the exception of scrap, gave the following 
main exports of manufactures: machinery, $32. million; chemi- 
cals, $10.2 million; pharmaceuticals, $2.8 million; rolling-mill 
products, $10 million ; vehicles, $29 million ; electrical goods, $9 
million ; photographic goods, $13 million; clocks and fine 
mechanical goods, $r1 million ; ceramics, $10 million ; rayon and 
staple fibre textiles, $16 million ; cotton textiles, $30.8 million ; 
wool textiles, $21 million. 

Coal is the main hinge on which the whole plan turns. The 
scene of decisions on this vital point has now changed from 
Frankfurt to Paris, where politics will play their part. 

The German planners maintain that they can only reach their 
production targets, and thus export targets, if the Moscow sliding 
scale of coal exports is reduced, or coal—presumably British coal 
—is imported. If five million tons of British coal were imported, 
it could be used for general consumption, while the present 
scale of coking coal exports could be maintained. 

At present total bizonal production is still only about 48 
per cent of the 1936 figure—or less in the German estimate, which 
presupposes that a rise Of 10 per cent at least will be achieved. 
Industry operates on 50 million tons of coal a year, compared 
with about 200 million tons in Britain and 75 miflion tons in 
France. The minimum which the German planners say they 
require is 64 million tons. They have been made to cut this 
figure to §9 million’ tons, ! Though’ the German ‘estimates of needs 
are certainly inflated, there can be no doubt that they cannot be 
ignored. To retain 64 million tons for German imdustry. with 
the present sliding scale of exports im operation, it would be 
necessary for daily output to reach 370,000 tons—a figure which 
no one thinks possible. The figure of 59 million tons itself is 
based on an output of 310,000 tons of coal a day, rising to 
330,000 toms a yéar hence. At present the daily output is only 
about 270,000 tons, though it spurts occasionally over the 300,000- 
ton mark (at which point it is 75 per cent of the prewar output), 
in order to earn a bonus food parcel. Many believe that. the 
incentive scheme has lost its power ;. but hopes are placed on 
better output as the numerous recruits become. trained..-.The 
increase achieved over the last year has been mainly due to more 
than 100,000 new men having been taken on. It is hardly denied 
in Frankfurt that only a series of miracles can prevent German 
industry from being short of about two million tons of coal in 
the last quarter of the Marshall year, unless the sliding scale of 
exports is altered, or British coal sails to Hamburg. 


Pressure from Americans 
At is probable that. American support will be forthcoming in 
Paris for the German case. Apart from the'influence which Mr 
Harriman will exert as ERP ambassadot, America, represented 
by General Clay’s economic adviser in Paris,;is to a Certain extent 
one of the Marshall Plan nations itself; owing!to its responsibility, 


Shared with Britain; for, Bizonia, Ir may’ also -be recalled that’ 
increased proditiction of French ° 


the export of British. coal» with i " 
wheat, has fromthe outset been pressed by the American 
advisers behind the Marshall Plan.. ° J ad¥2 

At present,..an. extraordinary; situation exists: with regard to 


Ruhr coal, “Owing to lack. of dollars, Norway: did ‘not take up: 


its allocation. this quarter, and several countries; are in arrears 


with payments. Denmark, which owes’ $10 million, »has just! r 1: 
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been cut off from further supplies. This situation calls for im- 
jate- attention in Paris. gad: ; 
the wiew, their)commitment to export 1.2 million. 
toms .Of*scrap is a grave weakhess in the plan. Scrap isa well, 
known subject of conflict between the Getmans and the British. 
German” industrialists declare that they need 1.8 million tons 
themselves if they are to produce:the 6,000,006 tons .of st ~ 
the year beginning July 2, 1948, which. is.demanded=of! them.) 
At present, the steel industry, they maintain, is only getting 70,000 
tonseof scrap a month, whereas it meeds 150,000 tons. 


Search for Scrap 
The American view is realistic. They know that there must, 


be 8,000,000 to: 10,000,000: tons of scrap lying round, but that’ 
nothing to speak of will be secured from the German scrap- 


- Owners until incentives are provided. The Germans will admit 


unofficially that large quantities are being hoarded for Bizonia’s 
D-day—currency reform—though probably not in immediately 
usable ‘form, since to keep feady material would be inviting 
trouble*from inspectors. But any hope of securing any hoarded’ 
scrap for export before currency reform may be_ buried, 

The most important fact for the future is ‘that the German 
Marshall planners propose to solve the problem. . They. will 
suggest—after currency reform—the establishment of a collect- 
ing organisation, which would be provided, by the Americans and 
British, with equipment and incentive goods for the workers. 
This organisation would have to be allowed to allocate a per-, 
centage of its haul to German industry, which would otherwise 
find. itself short of scrap, as all available workers would be 
attracted to the firm that gave them food and clothing. With 
this scheme working, the Germans believe they could provide 
the. 1.2 million tons. which have been entered in their 
Plan. One.may ask why their first estimate started with a figure 
of only 150,000 tons, , 

To conclude, one may truly say that a new period has begun 
for the. two-thirds of Germany west of the iron curtain. So vast 
is the increase m supplies of raw materials and goods that will 
now flow into Germany that the crazy German economic structure, 
its labour reserves and its creaking administrative apparatus, may 
not be able to cope with it. One set of problems is giving way 


to another, i 
(To be. continued) 


Who. Will Lead Italy’s 
Workers ? 


[FROM OUR ROME CORRESPONDENT] 


Tue biggest problem now facing Italy is whether a Premier with 
so much political power and responsibility can co-exist with a 
Communist leadership of the Trade Unions. ‘The Italian General 
Confederation of Labour, created in 1944 by agreement between 
the Communist, Socialist and Christian Democratic parties, 
enjoys in practice a monopoly of the répresentation of labour and 
is in theory above‘ party politics. Office’ hélders at eacH level are 
chosen by indirect election from below. In practice candidates 
are presented and supported by the political\parties. The Com- 
munist and “ Nennian” Socialist parties are reckoned to control 
fully 80 per cent of the voting power and constitute the majority 
of the executive, while the Christian Democrats have one of the 
three secretaryships. There are also vice-seeretaries representing 


the independent Socialists and the Republicans. The minority, 


paxties have been able to exert some influence by publicly dis- 


senting from strike orders and other measures.ordered by the » 


majority. 

Following the general elections, there has been a demand for 
the overhaul of the whole organisation, which under the new 
constitution of the Republic enjoys its status on condition that its 
internal ‘arrangements are “democratic.” The Communists 
passionately desired that the Confederation should remain a single 
and united body, for the existence’ of a powerful separate Catholic 
Confederation in 1920 is looked back upon as One of the con- 
ditions which facilitated the ris¢ of Fascism: Yer the first act of 
the Géneral Secretariat since the general clections has been to 
issue“a manifesto calling fér-mass demonstrations om May 1st’ to 


demand "the ‘realisation ‘of the ‘slogans’ ‘of the’ Popular ‘Front—- 
distribution of the and, control of industry by factory councilt, 


and no entanglement of Italy in any “ war bloc.” 

At the same time the Confederatio we 
workers that employers are now preparing a big drive to discha 
wantiiataeer ‘a to revise the sliding scale which is tow 


ion’s’ Manifesto ‘warns the. 


"% 
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force for adjustment of wages to rising (but not to falling) prices. 
It cannot in fact be doubted that the Government, with the high 
prestige which the elections have conferred upon it, will now try 
more vigorously to carry through Professor Einaudi’s campaign 
for the stabilisation of the lira. The defiation policy was intensely 
unpopular not only among business circles and traders, but also 
among Christian Democratic political circles which diagnosed a 
grave danger of a drift of small business voters to the ranks of 
the Popular Front. Although the economic signals were already 
more favourable a month or more before election day, it has been 
noticed that the economic policy of Professor Einaudi was passed 
over in silence by the Premier and his lieutenants in their elec- 
tion. A dropping of the economic pilot was expected and desired 
by many. Now, however, the decisive election results and the 
resulting sense of liberation from an imeubus, have restored com- 
mercial confidence in a way which may allow ot the prosecution 
of the currency defence campaign im a shorter, sharper and 
altogether more promising manner. It is generally expected that 
Professor Einaudi will remain in charge as Vice Premier, Minister 
of the Budget and chief economic counsellor of the Premier. 


Next Attack on Inflation 


There is a current Budget deficit of some 600 milliard lire, 
leaving 40 per cent of current expenditure uncovered, and the 
Government now proposes to eliminate or reduce this source 
of inflation. Subsidies on food prices, and the maintenance of a 
gigantic surplus bureaucracy, are two main drags upon financial 
recovery which cannot be eliminated painlessly. The Marshall 
Plan, according to the Minister of Industry, Dr Tremelloni, will 
look after Italy’s balance of payments for the next five years. 
But the problem of readjusting Italian industry to a world in 
which its chief customers and providers, Germany and Eastern 
Burope, have provisionally gone out of existence, cannot be solved 
if the Government’s deflationary drive is met by a four-square 
resistance to change—except of a sort that adds to production 
costs—by the embattled revolutionary trade unions. It has, for 
example, been hitherto impossible to liberate industry from the 
burden of carrying some 150,000 redundant workers on account 
of the Trade Unions’ attitude, although the emergency’ statute 
which required their retention has long since been nominally 
repealed. A massive inflow of foreign capital is considered by 
Dr Tremelloni to be the only cure for unemployment in industrial 
Northern Italy, which is fed by an annual net addition of over 
400,000 souls'to the population. Foreign (namely American) 
investment once again raise$ questions .upon which it ‘séems to 
be fundamentally necessary that the Trade Unions should not 
be in official and diametrical opposition to the policy of the 
Government. Will the Communist leaders seek to save the unity 
of the organisation and their place in it by meeting the Govern- 
ment (and its friends inside the Unions) half way? Or will the 
lost electoral battle be fought out afresh on the, syndical field? 
This is perhaps the most serious question thrown up by the 
memorable elections of April, 1948. 


Two Native Policies. in 
South Africa 


[FROM OUR JOHANNESBURG CORRESPONDENT] 
SourH AFRICA’s “first” postwar general election on May 26th 


will be primarily a battle between two native policies—the . 


76,000-word document prepared by the Government-appointed 
commission under Mr Justice Fagan and the rival report of the 
Nationalist Party. _ 

General Smuts’s United Party says the Nationalists propose 
to set up a Slave state for all non-Europeans, The Nationalists 
accuse the Government of cutting the throat of “white South 
Africa” by proposing the gradual extension of democratic rights 
ed nor-Europeans. Of these criticisms, the United 
Party’s seems nearer the mark. nae 

In 1936, native policy achieved an uneasy compromise between 
the Cape liberal theory of ultimate “equal rights for all civilised 
men,” and the theory of dividing the country into native Reserves 
and white areas, and somehow having parallel development of 
the different communities. The Cape natives were no longer 
allowed to vote on the common roll, but at the same time were 
allowed three European representatives in Parliament, while a 
Natives’ Representative Council was set up to advise the Govern- 
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encouraged to believe that in time they might become cluded, 


of a common state ; but they were not entirely ex 
common citizenship either. fe, be 

Of the Union’s 8,000,000 natives, one-quarter are nov 
in urban areas, and their numbers continue to grow. “The @ 
Reserves are grossly over-populated. The towns welcome’ 
for the new factories, but continue to frown on nativés j 
other capacity as urban immigrants who have to live somewhere 
as well as work. In consequence, “shanty towns” have sprung 
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up illegally, and crime has increased. 


Back to the Reserves ~ 


The Nationalists’ solution is to demand a return to the pre 
industrial system of migrant labour. No natives are to live 
permanently in urban areas. Those now there, apparently the 
whole 2,000,000, are to be sent back to the Reserves, “ the natives 
true fatherland.” But from the Reserves the State will recruit 
labour and allocate it to mines, factories and white farms, 
The migrant labourers will not be allowed to organise trade 
unions and will have no political rights. Propaganda, by 
churches and other bodies which criticise this native policy, 
will be “checked” as “foreign to the nation.” 

_The Fagan Report dismisses this theory of apartheid (separa- 
tion) as hopelessly impracticable. The Reserves are already over- 
populated without adding to the numbers living there, and indus- 
tries could not exist on a basis of migrant casual labour. The 
Fagan solution is to accept the urban native population as per- 
manent, and to give native townships in urban areas a small 
degree of self-government—though they will still be under white 
municipal or State control. Present restrictions, whereby, for 
instance, a native’s wife and family may not join him in an 
area, are dismissed as an out-of-date legacy of the days when 
natives in towns really were migrant labourers with homes in the 
Reserves. Migrant labour is also accused of breaking up native 
family life on an enormous scale and producing an_ incidence 
of ee disease and tuberculosis which is the highest in th 
world. 

_ Another legacy of the former system is the pass laws—natives 
in towns have to carry one or more passes, permission by ‘their 
employer to move about, tax receipts, etc—and produce them 
on demand or go to gaol, Educated natives are exempted, Bit 
as they must show their certificate of exemption on 

this too becomes a pass. The Fagan Report does not recommend 
the abolition of the pass system, but suggests a voluntary 
system of identity cards which if accepted by natives might in 
time supersede the various.passes. The. identity~card would 
have the native’s finger prints or photograph. 


Prospects for the Elections 


Thus the Fagan Report accepts the accomplished fact of a 
permanent urban native population. But the native policy it 
proposes is still a compromise. Natives would still have only 
limited political rights, would have no representation on town 
councils, would at best have to carry one pass instead of several, 
and would still be restrained by law or more powerful custon 
from doing any but unskilled jobs. Unkind critics who do not 
understand the complexities of the Union’s racial problems 
might be tempted to say that the only important difference 
between the Fagan Report and the Nationalist proposals is that 
the former proposes, on the grounds of practicability and con- 
venience, to replace the worn-out Reserves with urban native 
townships under white control as handy reservoirs of undet- 
privileged labour. is 

Both Government and Opposition are basing. most of theil 
election propaganda on the rival reports. But it is SJoubefal i 
the election will really be decided by either. No doubt the 
half-caste coloured people in the Cape, who are still on the 
common roll, will vote against the Nationalists, who propose 
to remove them from it and segregate them as well as the 
natives and Indians. But on the other hand the Government's 
more enlightened non-European policy may conceivably lose 
it some white votes. The United Party confidently "expects t0 
win, and a Government victory is indeed a virtual certainty. 
But this will probably not be because the majority of white 
voters are either highly shocked by the Nationalists’ nativé 
policy, or especially enamoured of the Government’s more liberal 
one. It will be because the Nationalists’ continue to by 
divisions, while the United Party, though a far from 
political unit, continues to hold ‘round the 
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The Capital Budget 


YEAR ago, an attempt was made in The Economist to give 

the outline of a capital budget. It was a mixture, as all 
such attempts must be, of hazy arithmetic and hopeful guess- 
work, but if its sums were in some respects wrong, its broad 
conclusions have stood the test, It was suggested that if the 
capital investment programme last year proved to be non- 
inflationary, it would be so only because of greater borrowing 
from abroad, because of clese restriction on new capital invest- 
ment in the non-Government sector of the economy, and be- 
cause of failure to rebuild the stocks of industrial raw materials, 
which a year ago had been run down to the limit. During the 
summer, it became obvious that the conjectural figures of capital 
formation on which this judgment was originally based would 
in fact be far exceeded ; the aggregate demand upon the nation’s 
resources was too big ; external loans and reserves were being 
exhausted at a fantastic rate ; and the Government, seized with 
alarm, decided to reduce the investment programme for 1948 
from a gross figure of £1,600 million (which it would “ probably 
have reached”) to £1,420 million. 

The cuts in capital investment which were proposed in the 
White Paper issued last December were severely criticised from 
the first on the ground that they fell with particular force on flew 
industrial capital ; there has been plenty of evidence during the 
last four months to show that in certain cases they are having a 
dire effect. Any discussion of the capital budget this year 
must rest.on the foundation that industrial capital investment 
has already been severely cut ; and if, later, in the year,it, begins 
to look as if Sir Stafford Cripps, has gone too-farin the direc- 
tion of disinflation, that would.be an argument for, restoring 
the damaging cuts already inflicted upon industry,before any 
other relaxations are permitted. .There. iseno doubt about 
industry’s claim, and it must not be jumped. 

A capital budget for 1948 can draw usefully on the : . 
Survey and on the national income statistics. The Economic 
Survey made a brave attempt, four weeks an advance of the 
Budget and the National Income White Paper, to give a pro 
forma capital budget, on what was then known about the pro- 
jected volume of investment work this year and of the public and 
private savings that would be required to, finance it. The 
Budget has since given greater precision to. the estimates of 
savings which were * tentatively put forward in the Economic 
Survey. In-particular; it has accepted the view that the volume 
of personal saving for which the Economic Survey called, in 
order to fimance the investment programme without resort to 
further inflation, ‘was far more than is likely to be forthcoming. 
The Chancellor has decided that since individuals will not save 
nough voluntarily, they must save inyoluntarily by producing 
a large budget surplus from the taxes they pay. So far as the 
current year is concerned, that is the change in principle 
between the Survey, issued on March oth, and the Budget on 
April 6th.” But there were other changes in the Economic 
Survey figures during the same four weeks which were 
disconcertingly large. Reference was. made to.some of these 
evel on Al Toth ‘The tak sowie wi’ 
appeared on roth, to ‘see whether this 
tentative eae ieee cstitiates oon he volume 
of capital investment and: the” ee Which are expected to 
finance ‘it pomts towards inflation or deflation this "year. 


the White’ Paper puts these figures at {1,25$° million 


The first step is to explain the connection between capital 
formation and the other claims on the national resources for 
personal consumption and the needs of the Government. Thete 
is no better guide to this relation than the first table in the 
national income estimates ; it is indeed fundamental.to a proper 
understanding of the process of inflation: — 


TaBLe I—Gross NATIONAL PRODUCT AND BORROWING FROM ABROAD 
(¢ Mn) 
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The table shows the impact of three sets of Sisiinils: upon the 
nation’s resources. If these three—personal consumption, the 
Government's needs, and capital formation—exceed the teal 
national output (at a given level of prices) then inflation 
homie can be avoided or mitigated only by’ borrowing ‘fren 
abroad. This is a much simplified way of putting the problem 
for there was inflation in plenty last year, despite heavy borrow- 
ing from abroad. But it illustrates the truism that what is used 
from the national resources for capital investment, cannot also 
be used for personal consumption or for she Government's 
current needs... If the public or the Government are demanding 
too much (in other words, if they are not saving encugh) prices 
will rise and inflation will be let loose, 

Thus the problem is whether the projected capital invest- 
ment programme in 1948 can be financed without inflation— 
whether the incomes. which this volume-of.-capital formation 
will create during the year will be offset by an equal amount 
of saving from this year’s national income, ... That wouldjbe 
the periect solution, neither inflationary nor deflationary; 
an excess of capital investment over savings would mean 
further inflation while an excess of savings over capital 
investment would produce a.tendency towards deflation. But 
while these theoretical principles have an attractive neatness, 
it is a hazardous business to translate them into figures. The 
White Paper on the national income admits that no direct 
estimate of all the constituents of. capital formation has 
made for any years since 1938, and declares that the figures 
investment are “ undoubtedly the most vulnerable estimates 
in, the whole Paper.” So rudimentary is the state of know 
ledge about capital investment that itis. given in the White 
Paper merely..as a. balancing item between the estimates of 
total resources and of personal and government expenditure. 
Statistically, as in fact, capital investment'is a residuary legatee. 

The same conjecture and groping after the truth is ill 
by the marked sinting between ithe estimat in | 
Economic Survey. for total (capital ion | 
sgn anddl die temas cane oes econo The Survey 


amounted to £1,350 million, andin 1947 to Cee 
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£2,020 million respectively. (There is: an unexplained 
difference between: this last figure and the»estimate given in 
Table I.) If the White Paper is:right, the Survey underestimates 
the depreciation allowances by £125 million in each year, and 
private saving by £100 million in 1947, while the dis-saving 
of public authorities was underestimated by £200 million for 
1946 and by £100 million for last year. The reason for setting 
out these wide changes in detail is not, to: convict any one of 
error (for no one knows what the truth is) but to emphasise 
once more the tentative nature of all arithmetic about savings 
and capital investment. These changes in official figures over a 
period of a few weeks are disturbingly large, simply because 
the national income approach to the problem of. inflation has 
now been adopted by the Chancellor. The new approach is 
most welcome ; but until it is served by better statistics it will 
not produce the best results. 

In many respects, the estimates about capital formation in 
the Economic Survey have been much changed by the White 
Paper and again by the Budget. In the second table, the esti- 
mates which were given in the Survey for 1946 and 1947 have 
been re-worked from the National Income figures, and the 
Survey’s estimate for the current year has been revised, mainly 
in the light of the Budget: — 


Taste IIl—ComBrnep PusBiic AND Private CAPITAL ACCOUNT 




















(£ Mn) 
1938 1946 1947 

foone |! Revised 

Estimare Estimate 
Depreciation ailowances ...... | 450 725 715 | 200 800 
Saving of public authorities... +89 —617 —135 +275 +400 
Private saving. ....cerssesene 339 767 705 575 350 

-—————Kj 

Total sums set aside........ 700 875 1,348 | «(1,550 1,550 
Gross capital formation at home 770 1,255 2,020 1,800 | 1,800 
Net borrowing abroad........ 70 380 675 250 250 
Total capital formation... :.. | ‘Too 875 1,346 1,550 | 1,550 





According to the national income estimates, gross capital forma- 
tion at home last year amounted to £2,020 million—though this 
figure may, in fact, have been overstated by some {100 million, 
because it includes exports already shipped for which cash 
had not been paid and shipments of capital equipment for 
British oil companies. On a strict calculation, therefore, gross 
capital formation at home might be £1,920 million, and over- 
seas disinvestment would be reduced to £575 million. Total 
capital formation was, therefore, £1,345 million, of which £775 
million was financed by depreciation provisions by industry, 
and £705 million from private saving, less £135 million repre- 
sented by the deficits (dis-saving) of public authorities. The 
two sidés of the account balance, but that is not to say that last 
year’s capital programme was financed without inflation. Quite 
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obviously, the high volume of private saving was fed in part 
by the wage and’ cost inflation ‘which took place last year, and 


“was further assisted by the Government’s deficit financing. 


What of the prospects for the current year? When the 
capital cuts ‘were decided on last Autumn, it was thought that 
the highest volume of capital investment that could be carried 
out in 1948 would be £1,600 million, reckoned in terms of 
1947 prices. It was decided to reduce that rate to £1,420 
million for the current year. But these estimates refer only 
to fixed capital, and some allowance had to be made for addi- 
tions to stocks and to work in progress. So the original estimate 
of {£1,600 million was raised to £2,000 million (to include 
additions to stocks and to allow for increased prices), and the 
revised programme of investment in fixed capital and 
stocks was put at £1,800 million. That figure, first put forward 
in the Economic Survey, has remained unchanged in the Budget 
discussions, though it may in fact proved to be too low— 
perhaps by £100 million. So has the assumption that borrowing 
abroad and overseas disinvestment will not exceed £250 million, 
compared with £675 million (or was it £575 million ?) last 
year. The problem, therefore, can be simply put: .will depre- 
ciation allowances, the savings of public authorities, and private 
savings, together suffice to finance, {1,550 million of total 
capital investment ? It will be noted that the problem in. this 
form makes two assumptions: first, that the external deficit 
will be kept as low as £250 million, which is by no means 
certain ; and secondly, that the Government’s policy of stabilis- 
ing personal incomes is successful. 


The answer to the problem is suggested in the last two 
columns of Table Il. First, it is evident that depréciation 
allowances will exceed the £700 million allowed in the Economic 
Survey ; the Chancellor has himself put the figure “ somewhere 
between {£700 and £800 million” and, perhaps, £800 million 
is not likely to be far'out: He has also disclosed that the savings 
of public authorities (from the Budget surplus, so far as it 
relates to the calendar ‘year, from the savifigs of local authorities 
and the accumulation of the insurance funds) will amount all 
told to “about £400 million.” The residue required ‘from 
private saving, therefore, has been reduced from the impos- 
sibly high figure of £575 million which was mentioned in the 
Economic Survey to’ {350° million largely because ' public 
saving; in the form of a large genuime Budget surplus, has re- 
placed the need for such a big volume’ of private saving. On 
these assumptions, the financing of £1,550 million of invest- 
ment work this year will present no difficulties. 

Of the three constituents of saving, depreciation allowances 
and the surpluses of public authorities are known within toler- 
able limits of accuracy. If, therefore, private saving can be 
reduced with safety to £350 million, granted the intended 
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volume of capital investment, how will it be made up? , The 
third table provides.an analysis of private saving, taken from 
the White Paper for the past years, and with a revision of the 
Economic Survey estimates for 1948 : — 


Tasie ILI—ANALYsiIs @eF Private SAVING 














4 Mn) 
SS nee settee 
| 1948 
i | oT eee Tes 
| 1938 1946 1947 & con. aida 
i E — “4 Estimate 
} 1 stunate | 
Total private SEVEN ns sc0se.- 339 167 705 575 350 
Of which : } 
Person ‘¥ ID ois a not 154 717 445 450 100? 
Undistributed profits ..... 170 260 320 225 325 
Depletion of tax reserves., +15 —210 —60 — 100 —15? 








The task is to provide £350 million. Towards this, the undistri- 
buted profits of companies will contribute possibly £325 million 
this year, and certainly much more than the £225 million 
expected in the Survey. There may be some further depletion 
of their tax reserves, and an allowance of £75 million should 
cover it generously. That would mean that personal savings 
need not contribute more than {roo million towards the 
capital programme. 

This is an astonishingly small figure. Despite the blow which 
has been dealt to saving by the Special Contribution, it is 
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surely to be expected that personal savings will 
exceed £100 million, To the extent that they do, there 
be a clear argument for restoring the capital cuts as soon 
physical supplies permit. For the implication of this yearalinae 
is not an impetus towards further inflation, but the develop. 
ment of conditions. in which appreciably more capital invest. 
ment could be done, without any risk of inflation, than has, 
in fact, been planned. It would be wrong to start any: scare 
about a threatened “ deflation.” That cry will be taken up 
quickly enough by the ex-Chancellor and his supporters long 


before the proper time. Indeed, the danger is that the conse. 


quences of disinflation—the occasional pockets of unemploy- 


ment in the less essential industries—will be misinterpreted as 


the beginning of a slump. Nothing could be further from the. 
truth ; these symptoms will be the first stage in a more rational. 
distribution of labour and resources than has been possible 
during a period of rampant inflation. But it begins to look as if 
the capital cuts which were inflicted on industry early in the 
winter could be safely restored before the year is cut. It will 
be a test of economic statesmanship that this decision is taken 
in good time, and that industry’s prior claim is protected against 
the competition of other claimants for capital, such as housing, 
which, however desirable they may be on social or political 
grounds, make no direct, and little indirect, contribution to 
national productivity. 


The Builders’ Merchant 


HEN Mr Harold Wilson moved the second reading of 
the Monopoly Bill last week, he quoted in support of 
the Bill evidence not at that time published—the Report of the 
Committee, under the chairmanship of Lord Simon of Wythen- 
shawe, which has been inquiring into the trade in building 
materials and components and the part played by the builders’ 
merchants. The report*, now published, reaches conclusions 
which handsomely support the case for the Monopoly Bill. 
Many of the factors which contribute to the inflated cost of 
building in this country are outside the Simon Committee’s 
inquiry, but one of them at least is analysed, expounded, and 
established in full detail. The report declares that 

our examination of the field has revealed no industry producing 

building materials or components in which we can state with 

confidence that there is free competition in prices. 
It shows in detail how prices are maintained and competition 
circumvented in certain branches of the trade. For others it 
leaves the point still to be proved, and the méthod open to con- 
jecture or to later inquiry ; when the Monopoly Bill is passed, 
there will still be questions in the building trade for the new 
Monopoly Commission to investigate. 

The bulk of building materials and components are’ distri- 
buted through builders’ merchants. The builders’ merchant 
does not necessarily handle the goods ; about 19 per cent of 
his trade, according to an estimate quoted in the report, passes 
through his books, éarning a substantial margin for him, though 
it does not enter his stores. In some of this business he still 
performs, no doubt, a true trader’s function ; for he knows the 
trade and finds what the builder wants. Most of the goods he 
handles, whether they enter his stores or not, are resold in 
bulk ; only about 7 per cent are disposed of by what are called 
“over the counter” sales. The strictures which the report 
makes on the high margins charged by the builders’ merchant 
are clearly influenced by this fact. 


Since the argument of the report rests to a large extent on — 


its examination of the trade practices of the builders? merchant, 
it is important to know how much trade he handles. Bricks 


” +P he Diticibusion“of Béildiie Matérdlls ‘tnd ‘Gouipaheni.€ 2 "2s. 6d. 


are largely a separate story ; the curious price structure of the 
brick industry appears to be maintained less by trade practices 
than by Government intervention, and the Committee, though 
it took evidence from brickmakers, has not gone into their affairs 
in detail in the report. In the brick trade the merchant plays 
only a minor part. Fifty per cent of bricks are supplied direct 
to builders, only 25 per cent to the builders’ merchant, ané 
the remainder to other merchants. Of concrete products for the 
building trade the merchant deals in less than § per cent, and 
less than one per cent enters his yard. But as the value of 
materials or components rises in relation to their bulk, the pro- 
portion handled by the merchant rises too. Between 60 and 
75 per cent of cement used in building is sold througi the 
builders’ merchant ; 53 per cent of lead sheet and pipe ; 474 
per cent of glazed tiles, and 68 per cent of tiled fireplaces; 
60 per cent of brass and copper tubes ; 70 per cent of range 
boilers, and 79 per cent of cookers ; 79 per cent of baths ; 95 
per cent of brassfoundry products; 95 per cent of sanitary 
earthenware ; 100 per cent of plastic fittings and of locks and 
latches ; and 10¢ per cent of cisterns. 

The report is clear that the builders’ merchants play a useful 
pari in the trade. Its criticisms are directed mainly to the way 
the merchants are organised, to the agreements with manu 
facturers’. associations which give them advantages so Jong a 
they keep to the terms which the manufacturers lay down, and 
to the fact that prices are higher than they need be because ¢ 
these arrangements and give the metchants excessive margin 
of Profit. There is competition between merchants, but not ia 
prices ; it takes the form of showrooms, sales facilities, and 
transport services which the Committee regards as lavish and 


wasteful. The merchant is under penalty not to perform h : 


one service which, above all others, should justify his ¢ 


—to help the builder to buy where goods are cheapest and tt us 


help the public, 10 get. cheaper houses, 


Builders’ merchants (who must, by their own definition, h " F 


se tocol 


no part or share in any are concern) are nein into 
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are made between the individual merchant and the manu- 
facturers’ association, which maintains a list of’ approved 
merchants. Twelve associations of manufacturers which main- 
tain agreements of this sort are listed in the report, but there 
are analogous arrangements in many other branches, In general, 
the merchant undertakes to buy only from members of the 
manufacturers’ association at its list prices ; to sell at the list 
prices less only the authorised discounts for the different classes 
of buyers ; and to produce his books for inspection when re- 
quired. A standing joint committee: of merchants and manu- 
facturers with formidable powers of enforcement administers 
the agreements ; it can withhold rebates, impose fines, with- 
hold supplies, or even strike a recalcitrant merchant off the list. 
No merchant can afford to break the agreements openly. 
Furtive undercutting of the list prices is not unknown, but in 
general the manufacturers’ aim of keeping prices up is secured. 

The practices of the trade provide every encouragement to 
keep to the agreements. The latter offer financial induce- 
ments for everybody, by a system of discounts and rebates. 
In addition to the standard trade discount and cash discount, 
the merchant gets an “association discount” (usually § per 
cent) which buyers who have not signed price-fixing agreements 
do not get, and a “ deferred rebate,” similarly exclusive, which 
varies between 1 and § per cent but is sometimes even higher. 
All this assures to the well-disciplined merchant a substantial 
margin, the working of which is shown by the following 
specimen figures referring to an order for galvanised tanks 
valued—at list price—at £500: 


MANUFACTURER TO MERCHANT 





£ ad s. . 
List Price: iv» 65'p9.0.0 00 svaied denied bonds diweeees cowesercas 
Trade Discount 32) per cent .........ececeseceserersees 162 10 0 
337-10 0 
Cash Discount 5 per CEMt ..ccseceeecsewereseceperrecene 16 17. 6 
320 12 6 
Association Discount § per cent .......-ceececseebereses 160 8 
Less Association Expenses ......0cceseseceeerenecsseeee 016 1 
15407 
"5 7 li 
Deferred Rebate 5 per cent (or £320 12s, 6d.) Lo... eee e eee e eee eens 160 8 
(a) Net Cost TO MERCHANT . 0.50 cence tee cece e ene rca weneesesebeeseeees 289 7 3 
MERCHANT TO BUILDER Seated 
List Price i occ ees wee oo aVe cael abo ples Sie rel eo eewetincdes boheee 
Trade Discount 20 per Cemt ......ccecceeeereneecceneresneseeeereeee 100 0 0 
400 0 0 
Quantity Discount 5 per cemt® .......cceeeceeerecesncsseresccseeees __20 , ; 
Cash Discount 2) per COME 2... .sceesesseeeeeeceeerectuseperebeneeees 910 0 
(b) Net Cost 10 BUILDER, .4.2..ccsecesccncnrcoensereecercarpsesenesges 370 10 0 
Gross MARGIN (b) minus (a) cece cece sees c reece cesewesesesseuceens a 
Percentage on Cost Price (a) .....s0--eseeeeereereere 28 ~~ per cent. 
Percentage on Sales Price (Dy ....c00-- een cteeesee eee 21-9 per cent. 


* This may vary from nil to 15 per cent. 

The report comments pointedly on this system: 

The less enterprising and efficient a merchant is the more 
these benefits are likely to appeal to him. They prevent or 
make it more difficult for new and improved products to reach 
the public, except those made by manufacturers within. the 
associations which can be sold at or above the minimum price. 
Where there are fixed margins, merchants are prevented ‘from 
passing on to the public improvements in efficiency in the 
form of lower prices. There is an induced search for substi- 
tutes which would not arise if a competitive price were a“ 
for the original article. 

The Committee’s examination of the costs and profit margins 
of builders’ merchants confirms the inference that these arrange- 
ments inflate the profits of merchants beyond a reasonable level. 
The value (though not the volume) of their sales has risen sub- 
stantially in recent years ; expenses have not risen in propor- 
tion ; and no benefit from the lower margin of expenses has 
been passed on to the consumer. .At the same time gross 
margins earned by the merchants have risen, and net margins 
(which were already on the high side, in the Committee’s 
opinion, before the war) have risen even more sharply. The 
effect is shown in the tables in the next column. 

The expenses in these tables include interest on working 
capital. For. the trade.as a whole, they show a gross margin in 
1946 of 20.97 per cent, expenses of 14.27 per cent, and a net 


723 
margin of 6.70 per cent of sales value. Already in 1946 th 
merchants were doing much better than before the war. In 
Commnittee’s D debibd they arc by sow: otmg. boc ail fer 
prices have risen still farther: 

We are informed by the Ministry of Works that the averdpe 
turnover may fairly be taken to be four times 
capital employed. If we regard a net annual profit ei to Pes 
cent on the capital employed as reasonable, this would involve 
a net profit on tumover of 2}. per cent. In fact, the actual 
net profit on turnover in 1946 of 6.7 per cent would on this 
basis represent a return of 26.8 per cent on capital employed, 
This being so, what is to be done? The Committee has’ 
described a state of things not peculiar to the trade in building’ 
materials, Excessive margins ; once useful trading functions 
which have become blurred, embedded in comfortable habit, 
and lost to view ; the state of mind in which accommodation has 
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more attraction than initiative—these are symptoms of a sickness 
which spreads widely outside the Committee’s field of inquiry, 
Its members, no doubt, were aware of this. . They have mot 
accepted it as inevitable. Two members visited Canada and the 
United States, and found that the anti-trust laws have a real 
effect and provide eyidence that the removal of restrictive 
practices would create keener competition and cheaper and more 
efficient service. This is achieved partly by publicity ; the mere 
publication of the facts. in authoritative and well-documented 
Government reports brings an informed public opinion to bear 
upon the problems, and the Committee believes that.“ this 
atmosphere of broad daylight is.a. good safeguard.”.. Restrictive 
practices in England, it adds, are not in fact afl furtive or secret, 
but too little is known about them. 

As an immediate measure the Committee urges that the 
Government should control distributors’ .margins, on; building 
materials and components,. The proposal, it is clear, is made 
with reluctance and with no faith in the long-term value of 
price control. Bur the existing price controls, based so far as 
the merchanting processes are concerned merely on the Prices 
of Goods Act, are ineffective ; so,long. as manufacturers’ prices 
are fixed, distributors’ prices should (the Committee holds) be 
effectively controlled too by Government action. 

For the permanent cure the Committee relies (in addition to 
the virtues of “broad daylight”) on the. Monopoly Bill. _ Its 
members. wrote without knowing what the Bill would contain. 
They suggested that it should give power “after specific i inquiry 
by the appropriate body” to require the registration of agree- 
ments on trade practices; to declare agreements illegal ;. to 
prohibit price discrimination; and to..control profits and 
margins. Their inquiries in. North. America convineed them 
that. anti-trust laws can do much to freshen the commercia} 


atmosphere. But the first task is to establish the facts. “For that 


reason alone, the Simon Committee’s Report is invaluable. 
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Business. Notes. = 


The Special Contribution 


A first impression of the clauses in the Finance. Bill which 
deal with the Special Contribution suggests thar the draftsmen 
have made a good attempt to cover an immensely. complicated 
issue. But despite their labours abundant doubts will still remain 
to be settled in debate and by later interpretation by the Courts. 
The method of assessment, as, was to be expected, is founded on 
the surtax returns of individuals, Investment income, on which 
the levy is calculated, includes all income apart from earned 
income. It includes, for example, the Schedule A value of a 
house, though not the value of property used for business pur- 
poses. But it does not include terminable annuiues or pensions 
from a business in the hands of the receiver on death or retire- 
ment. On the other hand, payments made for pensions may 
not be deducted by the payer in calculating his investment 
income ; nor is he entitled, for the purpose of the Special Con- 
tribution, to deduct payments under covenants “not made for 
full consideration,” although they are allowed, under certain 
conditions, as deductions for surtax purposes. 

Trusts, as the Chancellor recognised in his Budget speech, 
present special difficulties. The Finance Bill makes no attempt 


* to cover the case of foreign trusts, with which, indeed, the authori- 


‘ties are quite impotent to deal. Detailed consideration is needed 
of the position of trusts and their beneficiaries. If investment 
income arises wholly or partly from a trust, the beneficiary can 
transfer the whole or the proportionate liability for the Contribu- 
tion to the trust. Trustees are empowered to apply capital or to 
raise money to pay the contribution. But these are the obvious 
arrangements which had to be made. Their application in 
practice will involve a multiplicity of parties and great 
complication. 

For this reason, if for no other, strong objection must be taken 
to the provision that the contribution will be surcharged with 
miterest at 2 per cent if it is not paid by January Ist next year, 
whether it is assessed or not. “It is good law that liability to tax 
does not depend on assessment, but arises as soon as the statute 
is passed. To the three stages laid down by Lord Dunedin 
—declaration of liability, assessment, and measures for recovery 
—the Government proposes to add a fourth, between the first 
and the second. This is a financial penalty for failure to pay 
what may well be an unknown sum at a fixed date. Whatever its 
legal foundations may be, this administrative provision is repug- 
uant to ordinary sense and justice. 


* * * 


Reform of Expense Allowances 


Part [V of the Finance Bill, which deals with expense allow- 
ances and benefits in kind, will be generally. approved, except 
petiiaps by those who have enjoyed the benefit of tax free 
emoluments on an unjustifiably generous scale in the past. It 
applies to directors and employees—the latter only if their total 
income including expenses (whether allowable or not under Rule 
9 relating to Schedule E assessments) amounts to £2,000 a year 
or more, and the former irrespective of any income limit. All 
sums paid in expenses or benefits in kind received by such 
individuals will in future rank as emoluments and will be subject 
to tax, save to the extent that) they. can be. shown’ by the receiver 
to be expended “ wholly exclusively and necessarily” for his office 
or employment. Benefits of a long-standing. kind—like the bank 
manager’s flat over the bank premises, or the headmaster’s house 
—are allowable. The general rule is that the practice must have 
prevailed for rwenty years, and that residence in such premises 
iso“ »” There is no extension of the number of ‘items 
which can be brought under, tex, The cffect of the clauses is to 
require the receiver of such payments to prove that. they reimburse 
him for expenses wholly exclusively and necessarily incurred in 
his profession of business, 

‘Meals taken on business premises are not to be counted as 
benefirs in kind, provided :that they. are available “for the staff 
generally.” . The dizectors’ dining-room, in other words, must also 
be accompanied by a works’ canteen. The clauses. also. give a 
wide definition of the word “ director,” and controlling partners 
of a business are equally covered by their provisions. It is 
evident, ‘too, that s of public ‘boeatds will be affected, 
though not members of that informal body of :persons known as 
the Cabinet—though perhaps the senior rainisters would: in any 
case be protected by the swenty-year rule.) AAs 


+ tay? 








‘Fortunately, room has been left for a fair degree of adminisi 
tive discretion in deciding. what expenses are legitimate, 
companies can obtain, at the discretion of the surveyor, a Clear 
on payments in cash or kind which they submit for his considers 
tion. This kind of arrangement has worked fairly satisfactorily 
in connection with contracts for directors’ service, but the sur, 
veyor’s decision is not open to appeal, and if he rejects a state. 
ment submitted to him, the company has no recourse but to 
appeal within the meaning of the precise words of the Act. 


* * > 


No Increase In Coal Prices ? 


Lord Hyndley’s letter to the Minister of Fuel and Power 
was doubtless intended to clarify the outlook for coal prices} 
but it seems, on examination, to have confused it instead. The 
purpose of the letter was to assure the Minister thatthe revision 
of the price structure of the coal industry, on which the. National, 
Coal Board is engaged, will not in itself lead to a general increase 
in coal prices. 

The purpos: of this revision (wrote Lord Hyndley) is, of course, 

to bring qualities and prices into a more rational relationship, and we 
can assure you that we do not think there will be any need for a 
general increase in inland coal prices except in so far as such j 
creases are nec:ssary to cover increases in costs beyond our con! 
or increases in wages within the limitations of the White Paper on 
Personal Incomes, Costs and Prices, ' 
In other .words, the National Coal Board will not. put up the 
price of coal unless it has to. But what the average person wants 
to know is whether the price is going to rise, from whatever 
cause ; and on this question Lord Hyndley’s letter sheds no light 
at all. It is necessary to wait for the Board’s financial statement 
on its first year’s operations, expected in May, to see whether the 
Board is making ends meet on the present price of coal. If it 
is not, and if productivity cannot be improved or some other 
economy achieved, then prices will no doubt have to go up. , 
The increase in supplies of domestic coke for the coming year, 
announced this week, has led to questions about the general coke 
position. The steel industry, it is known, is not getting enough 
coke; mor are the steel industries of the Continent. . Could 
not the coke be better used for steelmaking ? Technologists 
answer that domestic coke is of two kinds: coke from the gas- 
works, which is too soft for steelmaking, and that part of the 
output from coke ovens which is too small for the blast furnaces. 
It is true that the blast furnaces can, when necessity presses, 
use smaller coke that the ironmakers consider ideal. Lately 
because of the shortage, they have been taking a good deal of 
small coke, although this makes it difficult to get a strong enough 
blast in the furnace, Supplies have now improved enough 
for them to return to something néarer their normal practice, and 
the domestic user benefits. "Whether the position is really 30 
satisfactory as to justify the relaxation still seems doubiful. - 


* * * 


Marshall Supplies 


No further news has been received from Washington abdut 
the first annual appropriation requested by the Economic Co- 
operation Administration. It is apparently taken for granted that 
the total sum of money requested—£1,325. million, of which 
Britain was to receive £331 million—will be cut by the Appro- 
priation Committee. Moreover, it is doubtful whether the alloca- 
tion of funds to specific commodities is at all hard and fast, Must 
Britain spend £41} million on cotton supplies in the first yeat,’ 
or could £20 million of this first allocation be used to pay for’ 
wheat purchases ?, Again, no price limits for the various coms 
moditics have been fixed ;,hence 10 assess.,the physical supplies: 
which will be provided by Marshali aid must, be largely a matter. 
of conjecture. Darel ‘: 
_ The attempt to estimate physical supplies which has been made 
in the accompanying table therefore represents a hopeful statistical! 
exercise.t0 discover something about; their order. of magnitude) 
The allocations for specific commodities haye been. taken as first; 
announced, and converted into physical quantities by using aver 
age current prices or British contract prices. The table also 
gives a rough comparison between Marshall aid (on these neces- 
sarily rough assumptions) and Beitish: food ‘import: 
as, .Submitted..to , the .Patis, Conference ,last summer - and 
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requirements of certain raw materials based on consumption 
last year. : ts 
Of the staple foods, cheese alone looks. like, being fully pro- 
vided by Marshall supplies. Less than half of Britain’s supplies 
of grain from dollar countries last year will be paid for by ECA, 
and only 30 per cent of the sugar. According to the table, 
British meat requirements should be fairly adequately covered. 
But if the allocation of £154 million for meat should also include 
bacon, the actual quantity of meat) available will be well under 
500,000 tons, and in that event less than two-thirds of Britain’s 
British Import REQUIREMENTS AND MARSHALL SUPPLIES 
(000 Tons) 


Actual Imports, 1947 


na SIMS OF BENE Possible 
t ; Pe ate are ss . 
Require- aaron 


| ments | ‘Total | U.S.A. | Canada | ‘Argen: |) 
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Bread.grains ... |, 400%} 6300... 350 |..3,440 | 


Coarse rains. | 2600 |. "800'|' 19 | "N00 | asa te /} 1,500— 2,000 
Sagat... died her ann wh ev ve 1,500 450 

Meat, ..s.~i capne . 1,430 60 130 500 i 525— 
Cheese... cc cce pose 190 60 20 no 
Copper ....-+06 355¢ 385 60 70 pa 60 95 

Ml a4 ss sh oenn 2007 160 10 40 eee 10 60 

ies. ..6 .détech 220¢ 150 60 50 bee oa 60 
Cotton ......0. 365t $20 90 aaa amb oses) | 200 

"® Based on data supptied to Conference for Enropean Economie Co-operation. j 


7 Based on U.K. consumption of virgin metal in 1947, 
oh Bor on U.K, consumption in 1947 of which American type cotton amounted to 185,000 


hard currency meat supplies would be met by Marshall. aid. 
It must also be remembered that 400,000 tons of Argentine meat 
and 1,250,000 tons of Argentine maize (which might strictly be 
regarded as hard currency: supplies) have already been purchased 
this year from the proceeds of the sale of the British-owned rail- 
ways. Will Marshall aid be available for the purchase of more 
Argentine meat? Or can dollars eatmarked for meat be used 
to pay for other more urgently needed commodities ? 

The prospects: for raw materials look more satisfactory. All 
hard currency lead supplies, one half of the copper supplies and 
more than.one half Britain’s dollar zinc purchases could be paid 
for by ECA, while cotton supplies should be more than adequate. 
Is Britain to substitute American cotton for Brezilian and West 
African ? For some cotton supplies from soft currency or sterling 
countries, Britain has long-term commitments. Are these to be 
miterrupted or is Britain to build up a large stockpile for future 
use? This. discussion about the quantities of. goods under 
Marshall aid must for the time being remain largely. hypothetical. 
In any case, the commodities listed in the table account for less 
than half of Britain’s proposed fisst year appropriation—{150 
million out of £331 million. 


* * * 


“ Abstention from Spending °’ 

The salutary realism which Sir Stafford Cripps has brought 
to bear upon budgetary policy is already having its effect upon 
the National’ Savings Movement. The theme for this year’s 
Savings campaign, the launching of which was announced by 
Lord Mackintosh this week, is to be “ Abstention: from Spending.” 
An appeal on this ‘basis is in welcome contrast to the publicity 
technique of the ‘movement’ during the war, when noisy “ War 
Weapons” drives ‘pur all) the emphasis’ upon mere subscriptions 
to savings securities, regardless of whether they were financed 
simply from accumulated» cash resources*without any new act 
of saving at il. ‘It is- im*even’ greater’ contrast to the. Daltonian 
tricks of inflating monetary subscriptions by the notorious: “last- 
chance ” devices or by raising the ‘limits-upon individual holdings. 
Now the emphasis is: put’ squarely where it always ought to have 
been, revealing: that subscriptions» to’ savings ” securities are 
not saving at) all ‘unless the money has been found: by genuine 
abstention ‘from spending out of current income, As the Chan- 
cellor himself: said, in his Budget. speech, “ the amount: saved. is 
more important: than the particular security » or: institution -in 
which the savings may be’ held, but-money saved should be in- 
vested safely and sunspent untildt is»wise(to ‘use it.” If in 
the past the wholevefforts: of the Savings» Movement :had- been 
exerted. in’ this direction, instead of in a‘ pursuit: of meaningless 
“targets,” the pressure’ of ‘inflation’in the pasttwo years might 
have been significantly lessenedi © b*" 0! & cir oi taates 
-' A refreshing» ‘of the ‘change invattitude is that no 
nationat ‘financial target is td be: fixed: for this year’s campaign. 
Instead, locabsavings: committee. are being askéd! to: focus their 
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attention upon increasing the membership of savings groups, and, 
if they wish, to fix their own targets in these terms. It is 10 be 
hoped that every effort will be made by the central authorities 
to bring home to local organisers the significance of these changes. 
In the year 1947/48, for which the financial target was £366 
million, net savings, as officially defined,, amounted to. only £203 
million, of which £106 million may be regarded as mercly the 
counterpart of the 3 per cent Defence Bands repaid at maturity. 
After this depressing performance, there is clearly a danger that 
rank-and-file workers in the Movement may jump to the con- 
clusion that the real object of the omission to fix a target this 
yeat is to ensure that any comparable failure would be’ less 
apparent. The policy-makers in the movement have learned the 
lesson at last; but the habits bred by the methods of the past 
decade will not be easy to eradicate among the publicity experts 
and workers at the perimeter. After all these years, the process 
of educating the public in the true nature of savings has only 
just begun. As an object lesson in the new ptocess, it might 
be useful if the Committee now explained to its members why 
the “ savings ” figures of recent weeks are not quite so depressing 
as they look, by contrast with the figures shown at this time 
last year. Then subscriptions were still being inflated by thelast 
minute rush to secure savings certificates before the rate of 
interest was reduced, 
* * “ 

European Clearing 

The Finance ,Ministers of the five Western European: signa- 
tories of the Treaty of Brussels have. been meeting this week in 
Brussels to discuss financial problems of mutual interest and, more 
particularly, the difficulties arising out. of the distorted balances 
of payments between the five countries,,/.It is known that the 
Ministers have before them the: latest version of the Belgian 
proposal for a multilateral compensation of clearing balances 
arising from intra~-European trade.. The fact that Belgium should 
have taken the initiative in framing such proposals-is not. sut- 
prising, in view of the creditor position of that. country in» its 
trade with other European nations. The first, result, of: -this 
initiative was the Basle compensation operated through the Bank 
of International Settlements. That scheme has quickly shown its 
limitations owing to the persistent, creditor status of one or two 
of the members and the equal persistence of. the debtor. status 
of others. It had been hoped that with the infusion of a dollar 
reserve the scheme might be made to work. Such hopes have 
had to be abandoned at least so far as they envisage the allocation 
of Marshall dollars for this purpose. ; The... United: States 
have shown themselves adamant in their refusal of this proposal, 
and this attitude is now confirmed by the manner in which the 
first 12 months’ allocation for ERP has been passed. This leaves 
no room for assistance’ to the Basle compensation scheme. 

The ingenuity of the European countries concerned has since 
then been applied to devising some Other scheme which ‘would 
help to get trade inside Western. Europe moving again and to 
tide over the difficult period that must elapse before European 
production and exports have revived with the help of ERP 
assistance. The latest version of the Belgian plan appears to 
envisage the use of local currencies: deposited as a counterpart 
to Marshall assistance to finance: intra-European trade. Under 
this scheme creditor countries’ such as Belgium would lend their 
own local currency to others such as France. This would 
have to be done with the approval of the Economic Co-operation 
Administrator in Washington: In-aitself it would achieve little 
more than the raising of the present’ overdraft limits under which 
European trade: is being largely financed. - ot) jie. 6k 5) 

There is no question of: introducing a common ‘currency for 
all five countries, though it ispossible that accounts might be kept 
in a’ new unit of account that would protect creditors from ex~- 
change risks. Until’ such time: 4s> the clearing»’can be under- 
pinned ‘by a dollar reserve, whether contributed by: the - United 
States or by the participating countries out oftheir current hard 
currency income or a¢ ‘resources, “itis difficult to see 
that much more can be achieved by refining the clearing technique. 
The creditors need dollars and nothing bur dollars: The best 
solution, therefore, would ‘be to:find' some source other than: ERP 
from which dollars could..be injected ito the .Buropean com- 
—* scheme which is now being worked: by the BIG: at 
aoe sf Pou wt Beer toe Beem bel! : y} 
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--» tA slight decline in the tonnage of ships under constuction 
istecorded by Lioyd’s Register of: Shipping for the first. quarter 
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of 1948. The world total (excluding. Russie, Germany,and. Japan) 
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has declined from 3,971,978 tons gross at the end of 1947 to 


3,919,374 tons at the end of March. Great Britain’s proportion 
of the total has decreased slightly to $4.6 per cent, its total of 
2,138,035 tons gross being 24,947 tons lower than in December, 
though it is still 114,892 toms greater than at the end of March, 
1947. The decline in the volume of.work in hand in the ship- 
yards is too small to be taken as indicating a downward trend in 
activity ; probably it means that the arrears of work in the fitting- 
out stages, which were the result of shortages of components and 
also of a large reconversion programme, are gradually being 
worked off. Ships completed during the quarter, for example, 
totalled 233,639 tons, a figure higher than for any quarter of the 
previous year except the last. Launchings totalled only 181,168 
tons, compared with the exceptional figure of 390,626 tons for 
the previous quarter and tons for the c ing 
quarter of 1947. It will be recalled that last year launchings 
exceeded by some 250,600 tons; in consequence, 
mote ships are likely to be completed in 1948, while launchings 
and hulls newly begun may decline owing to the uncertainties 
about steel supplies and the reduction in working hours. A much 
smaller volume of new. shipbuilding work (213,451 tons) was 
begun during the quarter than in any quartér last year. 

The proportion of export work in British shipyards continues 
to increase. More than half of the tonnage begun during the 
quarter was for Dominion or foreign account, bringing the total 
to 696,416 tons gross (32.6 per cent). This includes 207,443 tons 
for Norway, 104,317 tons for Portugal, 97,369 rons for the British 
Commonwealth, 68,852 tons for France, 63,945 tons for Argen- 
tina, 35,500 tons for Panama and 33,143 tons for Sweden. The 
flow of new orders has not diminished, for the Shippimg World 
lists ships under construction and on order totalling 3,687,235 tons 
gross at the end of March, compared with 3,462,185 tons at the 
end of December. Of these, 1,297,120 tons were for registration 
overseas in March, compared with 1,142,722 tons in December. 
Tankers account for as much as one-half of-these figures. Lioyd’s 
Register records that work is in progress on §4 ocean-going 
tankers of 439,155 tons gross in British yards, out of worid totals 
of 89 tankers of 812,227 tons gross. As the work on this large 
tanker fleet progresses the demand for steel will increase, but it 
iS too early to say with any certainty whether lack of steel will 
in fact restrict shipbuilding output for 1948. For the time being 
the shortage of electrical equipment appears to be a cause of 
delay in fitting out. 

* 7 . 


The Engineers’ Claim 


The engineers’ claim for higher wages has now been 
published as a pamphlet. Mr Jack Tanner, who presented the 
claim on behalf of the Confederation of Shipbuilding and Engin- 
eering Trade Unions, based his arguments on four main grounds : 
first, that the cost of living had increased by 74 per cent over 
1938 while engineers’ wages had risen only by 54}. per cent; 
secondly, that skilled engineers were underpaid in relation to 
other skilled workers ; thirdly, that the increased wages could 
well be met out of the engineering industry’s current profits ; and 
finaily that the claim was justified by increased production, To 
support this argument, Mr Tanner put in evidence a “ produc- 
tivity index” purporting to show a 22 per cent increase in 
productivity in the metal, engineering and shipbuilding industry 
between January, 1946, and December, 1947.. On all these 
counts, he -argued; the claim did not imfringe the principles 
laid down in the Government’s White Paper on Personal. Incomes. 

It may well be that engineering workers who are on minimum 
rates. regard themselves as..underpaid, although, in practice 
average earnings are well above average rates. The unions also 
feel aggrieved because negotiations for a complete revision of the 
wages structure, to bring different grades of skill into more 
Sensible relationship are still: hanging fire. But the value to be 
attached to comparisons -of present “productivity ” with the 
early period of 1946 is more doubtful. At that time many men 
were not fully productive owing to the reconversion of industry. 
The rise of output im:the latter part: of the two years may 
be largely a reflection of the industrial rearrangements which 
were being made carly in 1946 and resulted in unduly low 
output at that time. 

On the face of it, the engineers’ claim for a national rate of 
115s. for skilled mem and roos. for unskilled men may seem 
reasonable. But any claim, judged in isolation, might be 
reasonable ; the task is to put it in its national context. There 
is, at least, no labour shortage in engineering, and the dependence 
of the export drive on the output of the industry is a strong 
argument against any increase in its costs. It now rests with the 
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employers to consider the claim ; should they reject it, the unions 
would then have recourse to arbitration. A # pal 


x * x 


South Africa’s Reserve Problem 


It is not often, in these days, that the legal rules which 
govern the operations of centfal banks are seen to have an imac 
upon policy. The world-wide expansion of credit which resulted 
from the war and its aftermath created such a need for flexi 
in banking systems that many people have come to take it almost 
for granted that, wherever necessary, the rules will be t 
to fit the circumstances. In many countries, bankers have 
forgotten the constrictions which formerly played so important 
a part in determining the scale and nature of their operations. 
But perhaps, after all, it is time to revive the habit of SCTUtinising 
central bank returns for indications of official policy. A study 
of the recent returns of the South African Reserve Bank strongly 
suggests—surprising though it may seem—that legal considera. 
tions may have played an important part in South Africa’s recent 
decision to try to restrain the influx of funds from Britain. 

South Africa waited for fourteen years before revaluing jts 
gold holding to give effect to the depreciation of the South 
African pound in terms: of gold. When it did so, in mid-1946, 
the official reserve ratio—the proportion of the Bank’s gold 
holding to its liabilities on notes and deposits—was raised by 
the stroke of a pen from 46 to 87 per cent compared with the 
statutory minimum of 30 per cent. At that level, it might have 
been thought, legal constrictions were so remote as not to déserye 
a moment’s consideration. But, owing partly to the pressures 
on the Union’s balance of payments on current account and 
partly to the gold sales agreement with Britain, the Reserve 
Bank’s gold holding dropped from £257 million in mid-1946 to 
£191 million early in 1948, reducing the reserve ratio to 74 
cent. During the second half of 1947, when the gold ho 
was slowly rising, the declining trend of the ratio was wholly due 
to a steady growth in the Bank’s deposits, for which the influx of 
sterling funds was mainly responsible. The Bank’s sterling 
balances, which had been around £20 million last summer, stood 
at £52 million by end-January last, despite the demands which 
had been made during 1947 on the sterling area dollar pool and 
despite the large payments that had to be made for purchases from 
the sterling area and from other countries then committed 
accept sterling. 


That was the position when, in the second half of February, 
South Africa deliveréd the £80 million “of gold’ due to Britain 
under the three-year loan agreemcnt—an operation which reduced 
the Bank’s gold holding to only £111 million arid the reserve 
ratio to about 42 per cent. When the South African authorities 
launched their restrictions upon the inflow of capital, the spectre 
of the legal minimum of 30 per cent could altéady be discerned, 
for under the new agreement the gold sent to London has ceased 
to be—what, in effect; it formerly ioe overseas ere that 
could be tapped at will. South Africa is. now committed not to 
draw upon the central dollar pool, anc otnorcone: must offer gold 
in settlement of deficits for current trade with the: sterling area. 
That perhaps explains why the gold holding) dropped further, 
by nearly £4,000,000, in the first-half of March:(theilatest retum 
for which full figures are available :is:dated March rgth). At the 
same time, the rise un deposits: continted, reducing the ratio (0 
only 39} per cent. ‘The attempt 10 restrain the inflow of hot 
money seems to have given only momentary. relief. The latest 
cabled figures, for mid-April, show sterling balances at no less 
than £76 million—some £23 million more than at end-January; 
Necessarily, there has -been an ialmost corresponding rise m 
bankers’ deposits at the ‘Reserve Bank—from £166 million 
£185 million. a4 

The failure of the recent measures to stem the inflow was [0 
be expected, for they excluded (among other things) transfers for 
the purpose of buying quoted South African securities. Isuit 
possible that the South African authorities were so obsessed by 
the forms and formalities of their problem that they supposed @ 
mere ban upon acquisition of deposits would suffice ? If so, they 
were doubly mistaken: even from the technical point of view the 
effects are the same whether British residents acquire ; 
or deposits. If the legal ratio is to be regarded as sacrosanct it 
seems that, for that reason alone, a tightening‘ of the regulations 
may shortly be needed. .Unless the pressure is relieved ata 
sources, the South, African authorities .have the room: for 
manceuvre within their legal framework: Even if they wanted 0 
neutralise the growth of sterling balances by open-market opera 
tions in domestic securities, it would be hard to exert any larg 
effect. At mid-March they held less than £3,000,000 of Goveriir 
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THREE BANKS GROUP 


Total resources ‘over £460,000,000 
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A complete, modern banking group with 
connections all over the world and with 
a specialised knowledge of cenditions 
affecting trade and finance both at home 
and abroad from an experience gained 
during two centuries of banking. It isa 
banking group; moreover, giving indi- 
vidual attention to the particular require- 
ments of its.customers. 
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ROYAL BANK OF SCOTLAND 
Founded 1727 Edinburgh, London & Branches 


GLYN, MILLS & CO. 
Founded 1753 London 


WILLIAMS DEACON’S BANK LTD. 
Founded 1771.Manchester, London & Branches 
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Yes, exports destined for Australia and New Zealand can ‘ boomerang * 
if their price or quality is unsuited eg the market. For although these 
Dominions are still eager er goods and services, their buyers 
are ing i i tive. ' SEs 

Papeee dione arok to Austratia.and New Zealand are invited to 
consult the Overseas Department of The Bank of Australasia—where 
they will find up-to-date information from-the Bank's branches.‘ down 


. Ainder ’.on.local markets and conditions. 


THE BANK “OF AUSTRALASIA 
SO eee et eet 


f i 


WEAD OFPICE! 4 Threadneedle Street, London E.C.2. (Manager : G. C. Cowan) 





Eastern Enterprise 
For over three hundred years met of enterprise and initiative have 

engaged in trade with the East: For- nearly a century:The Chartered Bank 
of India, Australia and China has supplied them with the specialised banking 

services that this trade demands. Today, in addition to these services; the 

Bank’s wide network of branches ensures that a wealth of information 

on local needs for products and services is:readily available to customers. 
Those planning to enter the markets of the East are cordially invited to discuss 

their problems with the Managers of the Bank in London or.Manchester, 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(Incorporated by Royal Charter’ 18 53) 


HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.2. 


Manchester Branch: 52, Mosley St., Marichester 2 e West End (London) Branch: 
28, Charles i St., London, 8.W.1. «New York Agency: 65, Broadway, New Yo 
Associated Banking Institution in India: The Allahabad Bank Ltd. . “as 
The Bank’s branch system, under British management directed from London, serves 
INDIA « PAKISTAN «¢ CEYLON « BURMA e SINGAPORE AND FEDERATION 
OF MALAYA s« NORTH BORNEO AND. SARAWAK. « INDONESIA 
FRENCH INDO-CHINA e SIAM e — THE PHILIPPINE REPUBLIC 
HONGKONG e CHINA e JAPAN 








THE BRITISH LINEN BANK 


INCORPORATED BY ROYAL CHARTER 1746, 


City Office: 
33, THREADNEEDLE STREET. E.C.2. 
West End Branch: 
198, PICCADILLY, W.1. 
















OVERSEAS BUSINESS 


Special Departments at the Bank’s . 
Lendon City Office, at the Principal 
Glasgow Office, and at the Head 
Office are fully equipped to handle 
every description of Overseas Bank- 
ing Business. Enquiries are invited. 





Principal. CLASGOW Office: 
110, QUEEN STREET, C.1. 


BRANCHES THROUGHOUT SCOTLAND. 


HEAD OFFICE: been 
38,.ST. ANDREW SQUARE, ._.. 
EDINBURGH, 2. 


“ AFFILIATED TO BARCLAYS BANK LIMITED, 
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ment securities ; and; of the £86 million of “other” loans and 
advances, £80 million represents the loan to Britain. 


* * * 


Vickers Group Reserves 

Following the acquisition in December, 1946, by Vickers 
Limited of the share interests of Vickers-Armstrongs in pee 
Steel Corporation (amounting to 64.6 per cent of the equity), the 
process of consolidating the reserves of the Vickers group has 
been carried an important stage farther in 1947. That was clear 
from the recent. preliminary profits statement of the group; the 
full report and accounts disclose details of the changes. The 
most important transaction in 1947 was the es transfer 
from English Steel Corporation, Vickers-Arm Cooke 
Troughton and Simms, and The Isle of Walney tes to 
Vickers Limited of reserves and provisions no longer required 
totalling £4,513,767. Cammell! Laird, which holds the remaining 
35.4 Per cent of the equity of English Steel Corporation, also 
shared in the distribution of the reserves and provisions of that 
company. In addition Vickers Limited has taken over from 
Vickers-Armstrongs advances of some £1,055,000 made to George 
Mann and Co. (1932), Palmers Hebburn Co., and G. J. Worssam 
and Son, as well as the investments represented by these and 
three other subsidiaries valued at a total of £1,320,421. The con- 
sequent increase in the reserves of the parent amounts to nearly 
£5,000.000 net, bringing the total to £14,365,511, while some of 
the transfer of indebtedness is obviously reflected in the increase 
from £10,225 to £1,214,043 in amounts owed by subsidiaries 
shown in the balance sheet. 

The motives behind these internal rearrangements of Vickers 
are probably only partly dictated by the desire to put the 
resources of the group as far as possible out of reach of steel 
nationalisation. Whereas, the. reserves of operating companies 
could hardly escape the net, their possession by the parent 
which is now mainly a holding company might be. construed 
differently.. But there will be other more direct. advantages. For 
instance, in view of the coming into force of the full provisions 
of the Companies Act on July rst there is obviously much to 
gain from the centralisation of the finances and a simplification 
of the structure of the group. 

After its great activity during the war Yéars, the Vickers 
group inevitably experienced a sharp fall in profit in 1946, but 
the figures for last year show that the concern has projected 
itself with vigour into the peace-time tasks of reconstruction. 
Consolidated earnings have recovered sharply and “on the most 
favourable analysis, earnings which fell to 26.6 per cent in 1946 
increased to 69.3 per cent last year, which is only slightly below 
the 1945 level. And apart from the internal adjustments of 
reserves already referred to, group reserves last year were raised 
from £18,145,487 to £22,587,764, of which £1,643,087 was appro- 
priated out of the profits for the year. 


* + * 


Lancashire’s Export Task 


- The size of the task which faces the Lancashire textile in- 
dustry is emphasised. by an analysis of exports. of cotton and rayon 
textiles to world.markets in.1947, which. appears in the Bulletin 
of the Cotton and Rayon Merchants’ Association. The following 
table shows British exports of cotton and rayon ‘piece goods to 
hard currency ‘Markets in 1938 and 1947: 
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The Board of T: 


rade intends that, SF ee ee 
cotton and rayon exports shall be 


sips and-tar expen aprpsr has pelts Anedvereuvadiine. tte 
yards. This means that some 280 million square yards of cotton, 
and rayon piece goods must find purchasers in the markets listed. 
above. Evidence suggests that 100 million square yards will not 
be sold to Canada without difficulty. From Toronto it is reported, 
that the British Textile Agents’ Association in Canada has. 
repeatedly warned Lantashire that no further price advances will 
be tolerated above the present level (which is 260 per cent of 
prewar), and that Canadian buyers are growing’ impatient for ‘the’ 
medium and staple types of fabrics which formed the bulk of 
British exports to that market before the war. 

At the same time, Japanese textiles are reappearing in Canada, 
The Primary Textiles Institute of Toronto describes the Process, 
by which these are reaching the Canadian market as “som 
history never before encountered.” American dollars for the. 
purchase of American textiles are rationed under the quota re- 
striction, but the Institute claims that they are available in 
unlimited quantities from the Canadian Foreign Exchange Contrd}: 
Board to importers who wish to purchase textiles from Japan, 
Presumably the Lancashire representatives were aware. of this 
situation when they gave their assent to the report and proposals, 
of the recent Anglo-American Cotton Conference. Having agreed, 
to facilitate the marketing of Japanese textiles in the sterling 
area, the British industry must still expect competition from thee: 
in dollar markets, 

* 


But even if Canada can be counted upon to take the expected 
roo million square yards, what are the prospects of raising exports 
to other hard areas to 180 million square yards? Unless open+ 
ings in Argentina and the other Latin American republics develop 
on a scale at present entirely unforeseen, they are not bright: 
There is no reason to expect amy spectacular rise in imports into 
the USA, whose own exports fell by ro per cent in volume: 
between January, 1947, and January, 1948. The reviving Belgian’ 
industry may be expected to provide strong competition in the: 
Congo, and in Portuguese Africa priority is given to’ cottons: 
from Portugal. Imports of piece goods by Sweden and Switzer- 
land are not likely to return to the prewar level; their main 
demand on Lancashire in the future will be for more yarn. © 


* * a 


Contraction of World Cotton Trade 


It is now clear that the contraction of world foreign trade 
in cotton and rayon textiles which was evident before the war is 
likely to continue. One of the most significant contributions to 
the recent talks between leaders of the British and American 
cotton industries was the following table, drawn up by the Cotton 
Board, to show the changes which have taken place in the pattern 
of production and foreign trade in cotton textiles since before 
the war: 
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This table oun that foreign trade in textiles is not’ ; 
at the same rate as production in the leading countries. Ap 1947), 
production had recovered to abour.85 per, cent of the prewar 
volume ; but foreign trade was no higher. 57 percent. Mote- 


aver, in 1936-38 about: 20 per cent--of- tori production Was. 
exported ; in 1947 the figure was only 11 per cent. Nor, in the: 
view.of the Cotton Board, is it likely to rise, any higher. Ina 
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“tentative estimate of the position in 1950”. it is argued that by 
that year world consumption of cotton and rayon textiles will 
be at the level of some: 44 billion square. yards (of which cotton 
piece goods will represent 35-36 billion square yards), and that 
no more than ro per cent of this will be provided. by imports. 
This leads to the sobering conclusion that “the volume of inter- 
national trade in cotton goods is unlikely to be much above its 
present level.” ‘ 7 
* 


Blocked Balances in Germany 


The restrictions in the use by foreign-owned undertakings 
of their blocked balances in Germany were discussed in The 
Economist on February 21st. A statement by the Foreign Office 
in the Board of Trade Fournal announces that they are to be 
relaxed to “allow United Nations and neutral enterprises to 
play their part in the reconstruction of the German economy.” But 
it is a severely limited relaxation. Foreign firms in the British and 
American zones will be able to use their accumulated Reichsmark 
funds for inveéstment—but only on specific conditions, In par- 
ticular, it is stipulated that the proposed investment must 
be devoted “either to the reconstruction of existing property or 
to the replacement of essential property, lost to the owner for 
any reason Since 1939, by property similar in character.” 

This is no mere formality. A foreign-owned enterprise wishing 
to enter into any capital transaction—say, to extend its buildings 
or to buy additional plant—will still have to apply to Property 
Control! for a licence. This licence (which an ordinary German 
firm wishing to do the same thing would not need) is in addition 
to all the other licences needed in Bizonia to carry out any 
industrial operation. To obtain it the owners must do more than 
show that the extension would be useful or would assist recon- 
struction in the western. zones. They must show what property 
they have lost, or what damage needs to be repaired, and state 
what property they wish to acquire or what rebuilding they wish 
to undertake to replace it. They must even be prepared to 
show that the proposed investment “could not have the effect 
of putting the applicant in a superior position in the particular 
industry concerned to that which he occupied in 1939.” 

Reichsmark balances. in the hands of foreign-owned under- 
takings in Germany ate large. The German_ undertakings 
belonging to members of the Committee of British Industrial 
Interests in Germany hold about 165 million*marks in German 
banks, the accumulated earnings of many years during which 
money could not be sent out of Germany. They would have liked 
to use these funds—as German firms have been able to use 
them where the state of trade allowed—for expansion or improve- 
ment, and even to enter fresh fields of enterprise. But expansion 
and new enterprise will clearly be out of the question within 
the framework of the agreed Anglo-American statement. And 
since the German business world knows that an attempt at 
currency reform cannot be delayed much longer, they will hardly 
find it easy even to rebuild and renew in the next few months. 


* * *« 


A Free Metal Market ? 


This is the high season for study groups. Last week the Tin 
Study Group finished its second session in Washington, and on 
Monday the Rubber Study Group opened its fifth. These con- 
ferences of producers and consumers are useful, bur they also 
involve Government officials—to the embarrassment, it would 
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seem this week, of thé Minister of Supply, who. has. postponed. a 
statement about. the a eeatie tote te: London._.Metal. 
Exchange until his adviser has returned from. Washington, A 
new scheme for the resumption of private trading in metals 
(which, it is understood, overcomes the difficulty of foreign ex-. 
change shortage) has recently been submitted to the Government. 
The problem ranges beyond mere provision of dollars. The 
maintenance of a high level of industrial activity in the United. 
States will increase its demand for base metals far be its, 
domestic sources of supply, and this demand may be further, 
increased by the new American defence programme and by larger’ 
stockpiling purchases. If the London metal market were open 
it might do a good business and for dollars; but its sales to 
America might also have the effect of seriously depleting the 
already restricted supplies of base metals which British industry’ 
now receives. 

The reopening of the London Metal Exchange would involve 
the question of the continued, international allocation, of tin, about 
which, apparently, no decision. was taken in Washington. The 
Study Group estimated tin production this year at 150,000, tons, 
increasing to 170,000 tons in 1949 and to 200,000.tons in 1950, 
These estimates are smaller than those made a year ago owing to 
the difficulties of Far Eastern rehabilitation, aichougs current tin 
production in the Netherlands East Indies was stated to be 60 per 
cent of prewar capacity and may reach 100 per cent by the end 
of the year, This recovery will be of particular ‘importance to 
the United States and will no doubt help to maintain the Texas 
smelter in operation. Potential industrial consumption—that is, 
if tin were freely available with no restrictions on its use—was 
estimated at 190,000 tons annually for the next three years. In 
view of this statistical position, the delegates agreed to recom- 
mend to their Governments that a “working party” should 
examine the possibility of framing an inter-governmental tin 
agreement to conform ‘to the general spirit and principles of the 
Charter of the International Trade Organisation. Such an agree- 
ment would presumably have to forgo the restrictionist elements 
of the prewar days. But it seems a little early to be worried 
about the emergent “ surplus” in tin. And does the recommen- 
dation presuppose that £500 tin is here to stay ? 


* * * 


Malayan War Damage Payments 


The non-payment of war damage has long been a matter of 
grievance to tin and rubber producers in Malaya. In October,” 
1942, the British Government declared its general aim to restore 
productive activity, property and goods in the Colonial Empire. 
This week a joint plan has at last been published by the British 
and Malayan Governments, which deals with war damage claims 
on an austerity basis and restricting the total cost to £55 million. 
This sum is made up of a free grant of {ro million from the 
United Kingdom, of £10 million from the proceeds of Japanese 
reparations and a maximum of £35 million from Malayan sources. 
Both these last two amounts virtually have the backing of the 
British Government, although its assistance is limited to 
£6,000,000 a year for the first three years. . The Malayan Govern- 
ment has in return agreed to maintain its sterling balances in this 
country if necessary by continuing or extehding import restric- 
tions. 

This. news will cause little rejoicing by rubber and tin pro- 
ducers. War damage claims total some {£129 million, and 4) 
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further £22 million is due, as a legal liability, under the War 
Risks Insurance scheme. The insurance fund; however, ‘has only 
£12 million, so that £10 million as § million must 








used for this purpose. “Moreover, th ment of the insur- 
ance fund is reported to be contesting many claims on legal 
technicalities such as seizure, frustration and abrogation which 
may increase ‘the ¢om | for” by a further 
£5,000,000, Hence'a mia is available 


to meet War damage Claims of £134 million: on an average, there- 
fore, only one-third of the claims can be met, and the period of 
repayment has not been laid down. 

The total allotment of £55 million has evidently been assessed 
on the basis of the British and. Malayan Governments’ ability to 
pay rather than on the legitimacy of the claims—rather like a 
composition offered to creditors. Much of the physical rehabilita- 
tion of the tin and rubber properties has been carried out, 
new plant and machinery has been installed. Last year’s 
rubber output in Malaya was an all-time record. Industry found 
the money by drawing on its reserves and by borrowing, and now 
desires reimbursement. Physical rehabilitation has been achieved 
to the limit of British productive capacity and dollar resources. 
Thus cheeseparing on war damage payments would not reduce 
Malaya’s dollar earnings, and therefore the present Government 
may be unwilling to impose a further burden on the British tax- 
payer in order fully to reimburse the expendimire of rubber 
producers and tin miners, despite the earlier undertaking of 1942. 
This will be small consolation to these who. will suffer by this 
“ austerity plan.” : 

* * * 


Exchange for Foreign Travel 


With the lifting, this week-end; of the ban on tourist traffic 
to countries outside the sterling area, the Bank of England has 
issued new’ instructions to the banks about the allocation of 
currency for tourism, as well as an explanatory leaflet for the 
guidance of travellers themselves. The new regulations do not 
differ substantially from those in operation before the ban was 
imposed, but the basic allowance, now restored, is necessarily at 
the level to which it was reduced by the emergency cut made 
last summer. Until end-August last the allowance for an adult 
was £75 for the twelve months beginning on November 1, 1946. 
It is now £35 for the twelve months beginning today. “The allow- 
ance for children will be £25, which is an improvement.of £5 
upon the limit fixed last summer. As in the past, special alloca- 
tions of exchange will be made against applications by travellers 
for “ genuine business purposes,” and will be related to the dura- 
tion of the trip. A bank authorising such applications must be 
satisfied that: ; 

the applicant is a business executive and/or properly accredited 
representative of a business in the United Kingdom who 
is travelling genuinely and solely on business directly connected 
with the expart of goods from, or the import of goods into, the 
United Kingdom and that imports into or exports from (as the 
case may be) the countries to be Visited are part of the normal 


Public Documents 


Report on Black Market in Petrol _ 
Trustram Eve Committee's Schéme for Local Govt. Reform. 
Budget for 1948-49 
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presumably the proportion may be higher, The ten firms, who 
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business of the firm or company on whose behalf ‘the journey iis 
- undertaken. 


In certain circumstances, special allocations of exchange =f 
also be made for travel for purposes of health or education or ot 


compassionate. ds. ~ 6 ‘4 
e regulations emph asise that in every case the exchange 
solely for the personal use of the individual to whom it is allotted, 
and may not be used even on, behalf of his wife or family. 
Travellers are advised to finance their main expenses during their 
stay abroad by travellers’ cheques or letters of credit; the 
maximum they may take with them in foreign currency in the 
form of notes is the equivalent of £10. Any motes so taken will, 










of course, rank as part of the exchange allowance. In addition, 
however, up to £5 may be taken in sterling 1 Tor-use on 
British ships and aircraft and to cover the Jandi penses on 


return to Britain. As in the past, these $ftérlin; 
rank against the exchange allowanc:. Where the. 
ceeding by a “normal direct” route, and is abl 
travel tickets in the United Kingdom for payment 
these payments will not rank against the allotme 

even though the transport companies concerned 2 tsident out- 
side the sterling area. But where thé journéy is not by the 
normal direct route, the amount of the payment may Be deducted 
from the exchange allowed. Payments to booking agents in the 
United Kingdom for other purposes, such as hotel accommodation, 
guides or entértainment, will definitely be treated as part of the 
allotment if the services are to be provided outside the sterling 
area, Travellers are warned that it is illegal to cash cheques out- 
side the sterling area, or to borrow currency or enter into any 
arrangement to obtain foreign. currency, unless permission to do 
so has been granted. 


* * * 


Can the Dockers do More ? 


This week’s meeting of the National Dock Labour Corpora- 
tion to wind up its affairs provided an occasion for some pl 
speaking on the need for speeding the turn-round of ships. 
Bevin, a former dockers’ leader and the author of the war- 
tuume scheme for decasualisation, appealed to men and manage- 
ments to co-operate in an effort to clear ships as fast as in 1938, 
so that the maximum value could be got from Marshal! Aid. 
Before the war employment in the docks was notoriously casual, 
Now that the dockers have gained their lifelong dream of de- 
casualisation, they might be expected to do at least as well as they 
did before the war. Neither dockers nor dock managements are 
entirely fo blame for delays to shipping, for much of the equip- 
ment in ports is run-down and obsolete, and there has been no 
opportunity for nearly a decade to improve and mechanise the 
docks. But even in existing conditions there is room for an 
increase in efficiency and greater co-operation from dock labour. 

The report of the Ministry of Transport’s “ working party ” on 
dock organisation in the major ports will soon be available, and 
many of its recommendations ebout the Port of London aré 
already known. They include schemes for nationalisation and re- 
deployment which may be resisted by the men, improved 
lighterage facilities, elimination of unnecessary time taken at the: 
Customs, and, in general, a radical reorganisation of methods in 
this essentially conservative industry, The difficulty will arise in 
putting the recommendations into practice. tie. ; 

One important policy of the Corporation, which it hopes 
new National Dock Labour Board will continue, has been to rais¢ 
the standards of welfare. “In many ports these are” still! more 
appropriate to casual tham tor Although there, 
are exceptions, the dock industry as a whole has lagged behind: 
factories and mines in providing reasonable amenities. Since the 
Board is now responsible for, labour conditions in every port if) 
the country, it has a twofold task—to reduce the delay to ships; 
in port and to complete the process of raising the status of the) 
dockworker. i 
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The second reading of the Monopoly Bil produced a il 
about the influence for better or worse. of. the a amp. 


Manufacturers’ Association. This body comprises whe 
together. supply 60..per cent of all. lamps, though in some 
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£19,069,270. Premium. income. in the’ Industrial 
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The Hon. Robert Boyle tr. greuis. 


who Pt 
the theory on which all chemical reasoning is based — 
namely, that an element is the simplest form of matter, 
and cannot be resolved into other substances. He first 
stated his theory in a treatise entitled “ The Sceptical 
Chymist”, published in 1661. Before that time, scientists 
had clung to Aristotle’s hypothesis, .dating back to the 
fourth century B.C., that the four “ elements” were fire, 
water, earth and air, and that all matter consisted of 
these in different proportions, Boyle's appreciation-of the 
true nature of an element changed the whole trend of 
scientific thought. 

Son of the Earl of Cork, he was born at Lismore Castle, 
in Ireland, in 1627.. At.the age of eight, he was sent to 
school at Eton.” Thence he proceeded to Oxford, and 
spent mich of the rest of his life ar the university carrying 
out scientific work whieh covered @ vast field’ Amongst 
his achievements were the invention ‘of -the first efficient 
air pump, the preparation of methyl alcohol from iwood, 
and the propounding of Boyle’s Law} which is still used 
to describe how the volume of a gas varies with pressure. 
Before Boyle’s time, chemistry was. the happy hunting 
ground of the quack physician. and alchemist... His 


work at Oxford raised<it to the 


status of a dignified branch of natural 


science. It is not without good reason, 


therefore, that wfheeaae | 
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Outside the Association, lamps. are made by 14 firms, of which . stallation of such machines is economic should result | 
q any ae and. K. ‘Cole (Ekco Ensign or Tung- considerable further savings. re + 
i sten) are tne ae ee | Exports roduction, a§ th rying t 
: The functions of ELMA extend to. three fields: retail trade, © thcréated Dahl Since bakes ie I Tr is atieesk be Ht E. 
production, and (aceording’ to statements ‘not denied during the _ the low price of electzicity rather than the cost of a lamp. Yet ie 
t Gebane) palcnt /REEBeS Te If the ‘tetailer confines his sales to the decline in exports-in 1947 suggests that export prices must be aes 
5 products of ede he obtains a 27 per cent watched. = dey 
: discount instead of "the “basie 21 per ‘cent allowedto retailers * Steg he ae toe 
: who sell both “ ring” and “ pon-ring” lamps. This:gives him an my ts ie. 
i additional retail, margin of 6 per cent—three farthings on a60 watt Motor Exports Make the Page» Vy 
lamp. According:to the debate, the Association appears to allocate By exporting 19,100 cats.worth {5,009,809 in March the te 
3 pol eT it would be interesting.to. know motor industry has achieved its highest monthly total. Exports 
p whether the pen imposed for exceeding theie cuiyait quotas represented 78 per cent of:March production and exceeded the 
i are an effective deterrent. In other industries. N. have similar Government target by 3 per cent Figures furnished by the 
arrangements, fines have not proved prohibitiye where produc- Society of Motor’ Manufacturers and Tradets show that 2,300 
tion in excess Of @ quota is still possible. within thevlimits of more cars were exported ‘than in February, and the value of ex- 
existing capacity, The independent producers obtain apptoxim- ports increased by £578,000, Exports oh cotbescia vehicles rose 
; ately 60 per cent Of the component parts of the lamps they make markedly from 4,248 to $,850. ‘Parts and accessories shipped 
; from members of the,Association, so that the “ring” in effect abroad were valued at £2,152,176. At*present Britain can claim 
could influence a much. higher percentage of the total production to be the biggest exporters_.of: passenger aisby  enaters: 
ee = . though not by value—in Febriary the United States exported 
BPPCEBIC. A see ky, RSME LR pou ary SAR Laure 18,094 cars. But American exports of Coftititercial ‘vehicles are 
‘> (Home and | Overseas Trade) , 2 : 
co ees peo ae] over three times the number Of British shipments. | _ 
IgGs 1946 1947 Motor Inpustry Exports¢ (First Quarters, 1947 and=1948) 
ST eye ee ee — Th , oe cae = Pea: Sa te .-t;” : ke a : 
Production ....¥% SWS To ; on s 1006 ; ra Cars and. Gass er ee Vehicles is : 
Gipelte . | Value £000 593 1,291 1,284 Bitte hence : ; 
se, | Units:000's 19,657 35,187 29,208 od | ‘i ae iid Pidiai 
he ie) 5 ee Value £000 | 123 ° 
ta? Units 000's | 62,511 325 1,856 
' i pieces | gig | gmdae |i | sels | ga 
eee ee eene | ‘ * all > . . . i. 
of electric lamps than its direct production of 60 per cent would at —e ermine 
at first sight:suggest, «These components include bulbs, caps, The main buyers in the first quarter of this year were Australia, 
rods, glass tubes, and filaments. ‘There is no reason to believe Belgium, New Zealand, South Africa, the United States and 
that ELMA members do not supply these parts freely to outside India and Pakistan. Shipments of cars to the United States 
manufacturers} up .to’ the limit of available supplies. in the first three months of this year were 3,696 against. 143 in 
Criticism of “ring” price policy is of long standing. Yet 1947. This useful achievement reflects the sales effortmade by 
Bs the retail price of a 60-watt ELMA lamp is 1s. 3d. today, plus 4d. Austin Motors in putting their Ago model om the ‘United: States 
— purchase tax, against 1s. 7d: before the war, a reduction of 21 market. It remains, of course, to be seen how British firms 
per cent excluding purchase tax. Atlas lamps are sold at 1s. 6}d. will fare when American demand for cars has been more fully 
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inclusive of purchase tax. “Postwar prices compare favourably 
with prices in European countries, though in the United States a 

watt lamp is sold for mt cents,,\American costs are aided by a 
much bigger market and a universal 115-volt supply system which 
reduces the number of lamps andthe. costs of materials. Mr 
Lyttelton atributed the reductions since 1938 to economies of 
large scale production. He mentioned too that the first ribbon 
machines for the production of glass “bulbs were about to be 
installed. ‘Now that production is over 120 million lamps per 
mm yeen three and four times the prewar total—the in- 
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satisfied, . Prices in the main importing countries are already 
under some pressure. 

The motor industry’s efforts for the first three months of this 
year can be viewed with. some.,satisfaction, but they have .made 
great demands on labour and materials. Production, at present 
at the rate of 302,000 cars a year against 341,000 in 1938, réquires 
250,000 workers against 220,000 in 1938, and is absorbing 525,000 
tons of steel a year. This heavy claim on resources makes it 
particularly important that’ ‘the time-lag between exports and 
receipts of the foreign exchange should be closely watched. 
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COMPANY MEETINGS 


SECOND NASSAU INVESTMENT 
CORPORATION, LIMITED 


FINANCIAL “POSITION STRENGTHENED 
WELL SPREAD HOLDINGS 
MR R. K. FRAAY ON GOLD PRICES AND INFLATION 


The third ordinary general meeting of 
shareholders ot Second Nassau Investment 
Corporation Limited was held, on the 15th 
ultimo, in Johannesburg. 

Mr R. K. Fraay, the chairman, presided, 
and in moving the adoption of the report and 
accounts said:— 

The total revenue amounted to £706,710, 
*% compared with £318,244 in the previous 
year. 

In comparing these results one must, of 
COULSE, take into account the fact that the 
capital of your corporation was substantially 
increased during the year under review. 

You will note that the revenue was obtained 
from the following sources :— 

Dividends Received and Accrued £271,153 
Profits less Losses on Investments 


realised ... ic 432,412 

Underwriting Commission and 
Sundry Revenue a a 3,145 
£706,710 


The total expenditure increased from 
£43,247 im the year ended December 31, 1946, 
to £539,179 during the year under review, 
sub-divided as follows :— 


Administration Expenses .. . £33,610 
Expenses re New Issue of Shares 4,202 
Interest sis ‘ 15,989 
Directors’ Fees and "Bonuses a 5,378 

£59,179 


after deducting the expenditure from the 
cevenue there was a balance of £647,531 (last 
vear £274,997) to be carried forward to 
Appropriation Account. To the net profit of 
£647,531 must be added £38,023, being the 
balance unappropriated at the beginning of 
the year, making a total of £685,554. 

The ‘ollowing allocations have been 
nade: — 


Dividends on Ordinary Shares ... £354,375 
Dividends on Preference Shares ... 20,000 
Provision for Taxation ... ak 90,000 
General Reserve ... ae a 125,000 
£589,375 

Leaving a pants, to be ee 
forward of . : sees 96,179 
£685,554 


I am- pleased to be able to add that the re- 
sults for the first three months of the current 
year have been very gratifying, and that. in 
consequence the unappropriated profits have 
been substantially increased since the begin- 
ning of the current year. 

An interim dividend of 74 per oe was 
declared payable to shareholders regi 
on June 30, 1947, and a final dividens ‘of 7 
per cent. to shareholders registered 
December 31, 1947, making a total of 15 a 
cent. on the ordinary shares for the year, This 
compares with 124 ¢ per cent. for the previous 
financial year. 

A total dividend of 4 per cent. was declared 
payable to the holders of the on 
cumulative preference The holders 
of these convertible cumulative preference 


into. ordinary. shares during the six months 


ending June 30, 1950, on. payment of a pre- 
mium of 5s, per share. 


Your directors have continued to follow 
the sound policy of increasing dividends 
gradually, without losing sight of the 
necessity for strengthening the general re- 
serve account and increasing the balance on 
appropriation account. I feel sure that you 
will agree with this cautious policy. 


OPTION TERMS 


At the extraordinary general meeting of 
ordinary shareholders, held on March 27, 
1947, it was decided to increase the 
authorised capital of your corporation to 
£3,650,000 by the creation of a further 
1,050,000 ordinary shares of £1 each, Your 
directors were then authorised to offer 
$25,000 new ordinary shares of £1 each to 
ordinary shareholders registered in the books 
of the corporation at the close of business 
on June 30, 1947, at 40s. per share, 
being at a premium of £1 per share, in the 
proportion of one new share for each four 
shares held at that date. These shares 
were ali taken up by shareholders. Your 
directors were also authorised to grant to the 
persons to whom the 525,000 new ordinary 
shares would be allotted options to take up 
at 40s. per share the balance of 525,000 
ordinary shares in the capital of the corpora- 
tion, in the proportion of one option for each 
share so allotted, provided that such options 
were to be exercised between July 1, 1948, 
and July 31, 1948, only. . Your directors 
were also given the necessary power to allot 
any shares not so taken up to other persons, 
whether shareholders of the corporation or 
not, at prices not below 40s. per share. 


This means, therefore, that option certifi- 
cates are at present in circulation in respect 
of the balance of the unissued capital of 
525,000 ordinary shares, entitling the holders 
of such option certificates to take up these 
shares at 40s. per share between July 1 and 
July 31, 1948. I consider that holders of 
these option certificates will be well advised 
to exercise their options, because it would be 
against their interests to allow them to lapse. 
I also take this opportunity of reminding 
the holders of these options that any shares 
which are not taken up under these opti 
on or before July 31, 1948, will, im 
accordance with the powers given to them 
by shareholders, be ed by the directors 
to other persons, whether shareholders of 
the corporation or not, at a price not below 
40s. per share. 


In consequence of the issue of new shares 
made in 1947 the total issued capital to 
corporation was £3,125,000 at the 
the year under review, divided into 2,625,000 
ordinary shares of £1 each and 500,000 4 per 
cent. convertible cumulative — preference 
shares of £1 each, all fully paid. 


_ ae “£650.000 at he account showed 2 

ce at the beginning 

1947. A premium of was received 

on the new issue of 525,000 ordinary shares. 

a this a fee 
in addition, 

approp riated from the profits made dilting 


7, thereby increasing the reserve 
to £1,300 at the end of under 
review. otis DSi will se 

has on 


position of your” corporation a gin 


SE See aE 


The investments. of your corporation 
sh O27 922 in their 

ect. at £5, representing their 
which tnchases brokerage. The market vain? 
of. these a based 7, divide 
quotations on January the fir 
business day in 1948 on the bannesine 
Stock Exchange), was 5.1 9, 

There has been an even greater apprecia- 
tion in the market value of the hag 
of your corporation as arte with 
since the beginning of this. a On Anil 
1948, your corporation 1g 
companies, with a market wine as of £5,649 117 
and a book value of (£5188; 167. This shows 
ae om ition of your cor- 
poration has CONgaenenRy during 
the last three ani Ss. 

The investment portfolio is tender 
and = close supervision, and Poe 
effected whenever it is thought desirable im 
- a of oo and with a view 

strengthening the position of your corpora~ 
tion. I neéd not add thar; Stabe tenia 
times, it is even more necessary to effect 
changes in the portfolio from time to time 
than it would be in more normal times. 

I have always maintained that devaluation 
of various currencies is inevitable ; in other 
words, that the gold price must eventually 
rise. Such a rise in the gold price will be 
followed by an increase in the price of gold- 
mining securities, and this will oe 
benefit investment companies such as 
on account of the large holding of rae 


mining shares, 


~ 


LIST OF SECURITIES 


In my statement to the Company 5 Tay 
Amendment Enquiry Coinuaiisien, Is 
advocated that an amendment to the company 
law should make it compulsory for all com- 


panies holding shares in other companies, im- 


ane subsidiary companies, to state omce 
oe a date common to all com 
nion of South Africa, the number ¢ 

cues held in each company. The publica 
tion of such holdings would enable share 
holders in companies to have, at least once 
annually, a clear picture of the investment 
portfolio held by their company. 

Such a provision would 
of undesirable s; 


It has been decided, however, by the 
directors of your corporation that, pending 


the passing of such legislation, a detailed list. 
oO 


of the h ings of your corporation will be 
given by the chairman in -his address at the 
annual general meeting. 


ANALYSIS OF INVESTMENTS 


_ Having read the list of the company’s hold- 
: This holding comprised 
shares in 1 companies and I Le x va 
give you.a closer analysis, ¥y 
cent. of the total ho was in shares not 
quoted on the Stock Ex 
cent. in quoted securities which had 
reached the dividend-paying sta 
94.65 per cent. in quoted divi sted i 
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procedure can be followed only if the neces- 
sary legislation, is passed. yi 


corporation is well oe “over a 
vge number of companies. It will be the 
constant endeavour of your” directors "to 
increase. the dividend income of your 
corporation and thereby to reduce the differ- 
ence between dividends paid by the corpora- 
tion and its dividend income. On the other 
hand, it is reasonable that shareholders of the 
moment have the right to receive, in the 
form of dividends, part of the profits derived 
from the realisation of investments. 

It will be seen from the accounts that, 
although a portion of the profits realised on 
investments has been paid to shareholders by 

of dividend, the major portion of 
dueie of this nature has been utilised to 
cover expenses and to increase’ the general 
reserve account and the balance on appro- 
jon account. 

It is sometimes said that the profits of your 
corporation derived from realisation of 
investments will be subject to heavy fluctua- 
tions, but I feel littl apprehension on this 
score, due to the nature of our business. Your 
corporation has become one of the most 
important investment companies’ in this 
country and exercises a steadying influence 
on the Stock Exchange because it is a con- 
stant buyer and seller of investment securi- 
ties. 


ALTERATIONS TO ARTICLES OF 
ASSOCIATION ‘ 


This meeting will be followed by an extra- 
ordinary general meeting of ordinary share- 
holders for the purpose of considering, and 
if deemed fit passing with or without modi- 
fication or addition, a special resolution to 
eflect various alterations to. the Articles of 
Association. 

Proposals in this connection were sub- 
mitted to you by your directors simultane- 
ously with the notice of this meeting, and I 
take it that these proposals are quite clear 


to 

his proposed that various clauses of the 
articles be amended in order to conform with 
the requirements. of . the Stock . Exchange, 
A » because it is the intention of your 
directors to apply. in the mear future to the 
Council of the Stock Exchange, London, for 
permission to deal in the shares of your cor- 
poration, A number of shares in. your cor- 
poration are held by oversea shareholders, 
and ‘it will be to the advantage of these share- 
holders and the shareholders resident in 
South Africa to have the. shares of your cor- 
poration quoted in London. This will, no 
doubt, tend to a broadening of the market in 
the shares of your corporation, 


COMPANY LAW AMENDMENT ENQUIRY 
COMMISSION 


I have’ already made reference to the 
memoranuum submitted by me to this com- 
mission, in which I recomrnended, in the 
imterests of the general body of shareholders, 
various amendments to the Companies Act. 

cannot at this meeting repeat all the 
recommendations I made to the commission, 
but there are a few special paints to which 
I should like to make reference. 
T felt justified in stating that my experience 
.Ptoved that the large majority of com- 
pamies in the Union are managed as efficiently 
wo the interests of their share- 
ders, taking South African conditions and 
the South African outlook on life into 
account. It must be realised, of course, that 
the development of a new country and its 
enterprises is bound to be more rapid that 
of older countries, and that the outlook 
population in new countries is usually 
more speculative than in older countries. 
There is, admittedly, a greater tendency here 
Overseas for some directors to look upon 
companies of which they are di 


¢ re d as 
theit own private property, and it is therefore 


€ssential to impress upon. such directors that 
they ate in a position of trust towards their 
shareholders, and that they are, in fact, only 


the. representatives of the whole of 
shee neeert. eds 

$ attitude amongst directors: is accentu- 
ated by the fact that most teuintion in 
public companies display very little interest 
in the ~— of the companies in. which they 
are shareholders, unless difficulties are en- 
countered. 

It is my contention that control. over 
compamies in South Africa should be stricter 
than elsewhere, because, as already: stated, 
this country suffers from certain dis- 
advantages which cannot very well be pre- 
vented in a new country. 


DEVELOPMENT OF SOUTH AFRICA 


An American visitor remarked some time 
ago—in my opinion quite rightly—that con- 
ditions here could best be compared with the 
conditions which existed in the United States 
of America 80 years ago. The United States 
of America had then, just as South Africa has 
today, to contend with the problems which 
can be looked upon as the’ birth pangs of a 
new nation. 

South Africa is, for its development, just as 
America did 80 years ago, drawing for the 
strengthening of its population on the emi- 
grants from various countries. It is inevitable; 
therefore, that the outlook and attitude 
towards different problems must differ 
amongst those emigrants. It may take gen- 
erations before such differences’ disappear. 

Another opinion I expressed was that the 
Press in South Africa should play a bigger 
part than it does at present in Tere blic 
opinion on financial matters. explained 
that this was only possible if some protection 
were provided against unwarranted libel 
actions, and suggested that it was necéssa 
to investigate how this could best be achieved. 

It has been said that the Press need not 
fear libel actions if comments are in the 
public interest. It might, therefore, be inter- 
esting for you to know that the frank com- 
ments which I have made from time to time 
on. certain financial matters have been 
strongly resented by certain interested parties, 
who obtained legal advice to find out whether 
a libel action could be instituted against me. 
I would naturally have welcomed such action, 
because I feel strongly that what I have said 
from time to time was not only in the 
interests of the shareholders of the different 
companies forming our group but of the 
general investing public as a whole. 

I have deal with this matter fully, because 
I am firmly convinced that legislation, how- 
ever. strict, will never be able to stop undesir- 
able financial practices unless ways and means 
can be found to induce investors and the 
general public to display a greater interest in 
business matters. Investors and the general 
public can only be guided in this connection 
by a well informed, Press. . After all, public 
opinion. is a stronger deterrent against mal- 
practice than even the strictest legislation. 


INCREASED GOLD PRICE AND INFLATION 


In my remarks .to. shareholders. of. Unit 
Securities and Trust Company .of South 
Africa, Limited,on March 12, 1948, I touched 
upon. two matters of great importance to this 
country, namely, the influx of capital from 
Europe and its dangers, and the inevitable 
devaluation of various currencies. I said then 
that-it might be advisable for this country to 
devalue inde ntly even. before other 
countries are forced to do so. Such an inde- 
pendent devaluation would mark the begin- 
ning of an independent South African finan- 
cial policy. y 5 : 

My remarks in connection with devaluation 
haye—as I fully expected—been. severely 
criticised in some quarters, mainly on the 
assumption that devaluation would create 
further inflation, One critic went so far as 
to write that currency devaluation is nothing 
but a snare and a delusion, j 

I cannot agree that general devaluation 


means’ the beginning of. greater aie. 


Devaluation is, in my opinion, nothing 
the acceptance of as an accom 


735 
fact. Inflation, or rather .a-reduction. in the 
purchasing value of money, has been a con- 


tinuous but has been accentuated 
the two wor val Wethd abeteme ns 
just as necessary to increase the price of gold 
—in other words'to devalue currency—after 
a major inflation has taken place, as it was 
to imcrease wages to meet the reduced pur- 
chasies value of money due to this inflation. 
_ have always felt that much sufferi 
during the depression between 1920 and 193 
could have been prevented if we had been 
realistic enough in 1919 to admit that the 
inflation caused by the 1914-18 war was a 
natural consequence of that war,and that that 
inflation had. come. to stay. . Instead of this, 
everything possible. was. done. to try..and put 
the clock back, thereby creating unnecessary 
economic upheavals, followed by. the political 
repercussions which had much to do, with the 
outbreak of the 1939-45 war. Are we going 
to repeat the same mistakes? We all agree 
that the purchasing value of money has 
decreased substantially since 1939, but many 
of us are not prepated to face the position 
realistically by agreeing to devaluation. 

As far as the influx of oversea capital to 
this country is concerned, it is well. known 
that this has gone on uninterruptedly. since 
my remarks» tothe shareholders’ of Unit 
Securities and Trust; Company. of South 
Africa, Limited; -were, made. Certain 
measures are now being taken to control this. 
movement of. capital, but. I. am; doubsful 
whether: such control will be successful, 
because experience has shown that it is very. 
difficult to make such control. effective. Total 
prohibition of the export of capital from 
England to other parts of the British 
Commonwealth might be successful, but 
would. severely strain the relations, between 
the different Commonwealth nations, 


THE ECONOMIC POSITION 


I have lately discussed the present econe- 
mic position of South Africa with various 
prominent oversea financial experts. Some 
of these experts were unstinting in their 
praise of what has already been accomplished 
in this country. Others criticised certain 
aspects of our ecoromic set-up, including 
housing accommodatien for the lower income 
groups and our native population, our agricul- 
tural productions, etc. 

I felt justified in telling these critics bluntly 
= they should not overlook the following 
acts :— 

(1) That practically no: Europeans were 
living in the three provinces, Orange Free 


State, Natal, and Transvaal, 125 years ago, ° 


and . that. consequently practically all our 
es pag bus taken place in that short 
period ; 

(2) That most of the European immigrants 
who arrived in this country up to as recently 
as 30 years ago came with the main object 
of trying to make sufficient money to return 
to their homeland to retire. This attitude 
stemmed practically all undertakings started 
by these immigrants before the 1914-18 war. 
In other words, there was no desire or inten- 
tion to build lastingly ; : 

(3) That the attitude towards life of our 
native population has. changed tremendously 
during the last few decades. This popula- 
tion has become largely detribalised, and has 
moved from its native reserves to the towns, 
thereby creating the ordinary problems which 
follow in the wake of a movement whereby 


T would like to address you today about a 
matter which has exercised my mind during 
the last 12 years—namely, whether te time 


has not arrived to change 'y our 
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‘and houses. “This ‘will’ seriously retard pro- 


gress, and shotld be done to 
reduce’ this ’ 
earning on. 

Most of the European’ population ‘in our 


ditions to those of 5@ years ago—that is to 
say, in houses surrounded by gardens measur- 
ing from one-quarter of an acre to many 


falling within the means of the man with 
even a moderate income 50 ago but we 
want more out of life now than we did then 
in the form of essential services such as good 
roads, water, light, transport and sanitary 
arrangements, and the cost of — these 
requirements becomes too heavy a burden if 
the acreage covered by 4 town is too large in 
comparison with its population. 

I feel that we will have to get used to the 
idea of concentrating our towns oh a much 
smaller acreage than at present in order to 
reduce the cost of living and to bring down 
land value’ outside the flat area. 

The present position hasalso created other 
problems such as the provision of sufficient 
transport and pasking- on for the 
many motor-cars required by our town popu- 
lation co cover the enormous distances in 
the towns, etc. It has also aggravated the 
economic difficulties of that part of our native 
population which finds employment in the 
towns. These natives have to live outside 
the European areas, and therefore so far away 
from their places of employment that a very 
considerable ag of their income is swallowed 
u the cost of transport. j 

a. high cost of land and building makes 
an investment in houses for letting purposes 
in this country unprofitable. This has, in its 
turn, made it necessary for an unduly large 
part of our population to own their own 
houses, which are often very heavily mort- 
gaged. The Rent Act which is supposed to be 
successful has—as is often the case with 
Government measures—actually made the 
position more difficult. It has unintention- 
ally forced many people who would have pre- 
ferred to rent houses or flats. to buy houses, 
simply because houses to rent are practically 

tainable. 

Many. people have, therefore, been forced 
to accept a liability in the form of a. mort- 
gage on their house, which is really far be- 
yond their carrying capacity. They have, In 
fact, taken a heavy mortgage on their future 
earning capacity, and they may find them- 
selves im great difficulties if this country 


should encounter even a small] set-back. 


I contend that it would have been far better 
for these people to pay a somewhat higher 
rental while this scarcity lasts, than to accept 
this heavy liability in the form of a mortgage 
on their houses: - They are now, in addition, 
facing the possibility of a heavy loss on their 
investments if property prices should recede. 


INFLUX OF IMMIGRANTS 


The position has lately become ated 
due to the influx of immigrants. of 
these immigrants also: are forced to buy 
houses to get a roof over their heads, It us 
admittedly true that scarcity of houses is a 
world-wide problem, but the conditions exist- 
ing here are peculiar to this country, as only 
a small proportion of houses are owned for 
letting purposes. Most houses are owned by 
the occupants. 

I submit that the danger point in the 
economic structure of a country has been 
reached when people with an- income of be- 
tween £800 and £1,200 per annum have to 
pay between £4,500 and £6,000 for a pro- 
perty with a five-roomed house in a decent 
locality. These*people are endangering their 
savings by the purchase of houses and land 
at such high prices and—as already stated— 
accepting a heavy mortgage on their future 
due to the monty which they have to borrow 
on ates houses. : 

¢ afte at present to attract a great 
numbe ot ianiniigratity to! South A vies, Many 
these will be wageedtners who canriot buy 
their own homes, and have therefore to ‘hire 
their living accommodation: “The ‘only 


manner in which our present and future pro- 
blems in this connection can ‘be ovetcome is 
by aes a much greater part of the acreage 

each town for flat buildings. At least one- 


third to one-half of the per Aga age nd 
a 0 


of our towns should be t their 
living accommodation and be able ‘to live 
within a reasonable distance of their’ 

of employment. This will, incidentally, also 
overcome some of our difficulties in con- 
nection with transport and reduce the cost of 
maintenance of roads and other essential 
services. 

This policy might necessitate giving greater 
powers to the municipalities to fix reasonable 
prices en land required near the centre of, the 
towns for erecting flat buildings, etc. It is 
unfair that certain holders of land near the 
centre of towns should make exorbitant profits 
at the expense of the community as a whole. 

I feel convinced that a city such .as 
Johannesburg could, in this manner, provide 
accommodation for practically five times its 
present population, without having to extend 
still further. It will also force down land 
prices in suburbs too far away from the centre 
of the city. 

I have gone into this matter fully because 
we are all” greatly concerned about. the 
increase in the cost of living during the last 
few years and are trying to take steps to 
remedy the position. 


INCOME-TAX—1948 


It is greatly to be regretted that Parliament 
in this country decided to leave the passing of 
the income tax proposals for the income tax 
year ending June 30, 1948, until after the 
general elections, because this creates an 
element of uncertainty which should have 
been prevented. 

Ik is well rope gs the rua year of 
many ogee es partnerships ends on 
June 30 each year, and it will now be 
impossible to finalise the accounts of such 
companies and parmerships until Parliament 
has passed proposals in connection with this 
income tax year. It is rumoured that many 
changes in income tax are contemplated, and 
this naturally adds to the general confusion. 

I sincerely hope that the Government to be 
elected will not follow the example set by the 
British Government by proposing a levy on 
income derived from investments. Such a 
l can only have one effect—namely, to 
stifle private initiative and the urge to save— 
and, as I have said so often, such initiative is 
imperative in a new country. Everything 
possible should be done in South Africa to 
encourage Pee enterprise and initiative in 
order to take full advantage of the great pos- 
sibilities which exist in this country at the 
moment. It is necessary in a new country for 
the level of attainment to be fixed at the level 
of the greatest producer and not at the level 
of the medium or low producer. This is 
the only manner in which great progress can 
be achieved. 


THE DIRECTORATE 


Your corporation suffered a great loss 
during the year under review by the 
death of Mr G. W. Campbeil and by the 
death Mr John Hungerford at the begin- 
ning of the current year. Both these gentie- 


of high integrity and great business ex- 
perience 


Their advice and guidance will be greatly 
missed by the remaining members your 
board of directors, and I can only say that it 
will be extremely difficult to fill their vacant 


g Not Jess than 94.65. per centoef 
the corporation’s holdings are quoted divi- 
cone IES ‘Shares, and the investments of 


corporation are spread over 149 com. 


: 


—s that the position as it exists at 
present moment needs serious consideration, 
Although the capital.of the corporation has 
been increased, the dividend for the past 
was increased 12} per cent, to 154 
cent., which we must all consider most 
factory. The general reserve now stands at 
£1,300,000, a figure which will ‘be further 
increased by an amount of Cage ner when 
options are exercised in July placing the 
corporation in a remarkably sound position, 
_ In due course it is anticipated that a qu 
tion for this corporation’s shares will Be 
obtained on the Stock Exchange, London 
there is no doubt that. this will | broaden the 
market for your corporation’s shares. + 
I thirk we all realise the enormous 
developments which are steadily taking place 
in this country and; provided there are no 
serious disturbances in Europe, the prospects 
of Scepientel are likely to be very consider- 
able. aes 
Tr conclusion, on your behalf, I wish to 
express our sincere appreciation of the un 
tiring efforts of Zour chairman, Mr Fraay,. 
the interests of the corporation, the success 
which is due almost entirely to his personal 
keen foresight and initiative, Be 
“- he report and accounts were unanimously 
adopted. Saat: 
The retiring directors, Mr C. H. Leon, Mr 
F. W. Patten and Mr H. J. Sanderson, wae 
reappointed and the remuneration of 
corporation’s auditors for the past year was 
fixed. . e 


APA 


ALTERATION OF ARTICLES | 4, 


The ordinary meeting then terminated and 
was immediately followed by an extra-ordin- 
ary general meeting of shareholders convened. 
for the purpose of effecting alterations to th 
atticles of association of the corporation. ~~ 
__ Professor C.S. Richards suggested that, 
if alterations were made to the articles of 
assOciation at any future date, a brief explama- 
tion of the effect of the proposed alteratio 
should be given ‘to sharcholders, An ex 
planation of the effect ‘of certain ioe 
alterations pro was ‘given in reply. 
questions saan br Professor Richards. 

The resolution was thereupon passed ax 


i 










special resohition © the meeting : P 

A copy of the full speech, which contaitt, 
a complete list of holdings at January 1, 1948 
may be obtained ‘from the company's maint 
Bes. ter 0 - 
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THE ECONOMIST, May }, 1948 


ROYAL EXCHANGE ASSURANCE 


\, 28TH ANNUAL REPORT 
‘INCREASED ‘VOLUME OF BUSINESS 
LORD BICESTER’S SPEECH 


The following is a summary.of the address 
given by the Right Honourable Lord Bicester, 
Givetnoe of the Royal Exchange Assurance, 
at the Annual General Court held at the 
office of the Corporation, Royal Exchange, 
London, E.C.3, on the 28th ultimo: — 

Our Life Department issued 5,588 policies 
for sums assured amounting to £4,381,735, 
an increase over the previous year in both 
figures. The. total premium income at 
£1,643,330 also showed a substantial advance. 
The gross raté of intetest earned on the Life 
Fund is £4 1s. 8d. per cent.—an appreciable 
fall compared with 1946 and 1945 when the 
rates earned were £4 6s. 2d. per cent. and 
£4 5s. 3d. per cent. respectively. Recently 
there has been a change in long and medium 
tetm money rates and consequently the yield 
on Government securities has lately in- 
creased considerably... It ig possible that our 
available cash resources may rlow be invested 
to give a somewhat higher return’ than has 
been practicable im recent,yearfs.. 

It must nevertheless be realised that the 
investment field open to us has undergone 
a very severe contraction since the war ended 
god .in future it is. probable that industrial 
securities will have ‘to forma larger per- 
centage of our life fund investments. Mean- 
while I am happy to say that. our life fund 
is extremely strong. 


FIRE AND MARINE FIGURES 


In our fire department the premium in- 
come has increased to £2,755,680, which is 
nearly £400,000 higher than in 1946. Much 
of this increase is accounted for by the rise 
in values that has taken place both in 
Property and in commodities, and is no 
doubt a reflection of the wise precautions. 
now being taken by many policyholders in 
increasing the amount of their cover to corre- 
spond fully with such enhanced values. 
There are still, however, a large number of 
insurances which have not been sufficiently 
increased. The fire wastage in this country 
in 1947 was the highest ever reached. Heavy 
losses were also experienced in several over- 
seas territories, and the fire wastage in the 
United States was again particularly severe. 
The final result after providing. increased 
Premium reserve at the rate of 50 per cent. 
onthe greatly increased income is a ‘small 
loss of £12,582. This’ is the first time’ siice 
the San Francisco disaster of 1906 that the, 
department has shown an actual.loss. < ; 

‘The marine account: shows a ‘satisfactory 
result. ‘The premium’ income’ amounts * to 
neatly £200,000 more than the previous year. 
Qur\ fund stood at. £1,245,093,at the-end.of 





the year, and we are transfetring ‘£100,000 


to'the profit ‘and loss account.’ poli 
ACCIDENT DEPARTMENT © 


Tn’ our’ accident’: department the” mete 


premium income ‘hag’ increased’ by almost 
£350,000 ta a total, figure, ere 


which constitutes a new 


motor vehicle insurance income again shows 
a substantial increase, the unfavourable ex- 
perience has continued. Owing to the high 
cost of labour and materials, accidental 
damage claims now cost more than double 
the 1939 figure and. the cost. of ..personal 
injury claims has also greatly increased. 
Our accident business will naturally be 
affected by the National Insurance (Industrial 
Injuries) Act. of 1946, which -will come into 
operation in July next. Notwithstanding the 
provisions of the state schemes, an employer 
will ‘still be responsible for considerable 
liabilities to.his employees, and we are taking 
the necessary steps. to advise. our. policy- 
holders of the facilities which’ we offer for 
their protection. We are able to transfer 
from the accident department the sum of 
£91,029 to the profit and loss account. 


RESULT OF YEAR’S WORKING 


The balance of our year’s working, namely, 
£206,654, has been carried to the profit and 
loss. appropriation account and with _the 
balance from the previous year gives a total 
of £720,713. The year 1947 has been a very 
difficult one owing to the dislocation of peace- 
time economies, In such circumstances the 
overall results of the corporation may be 
counted as not unsatisfactory. 

The results of our associated companies 
have naturally also been affected by similar 
difficulties, The “Car and General” and 
the “Motor Union” have both transacted 
very substantially increased business and 
their combined premium income was over 
£5,400,000, an increase of £1,038,000. While 
the underwriting results of the “Car and 
General” produced a profit, those of the 
“ Motor Union ” showed a loss on the year’s 
working. Owing largely to bad experience 
in the fire department, the State Assurance 
Company has had a disappointing year. 


DIVIDEND 30 PER CENT. 


In the consolidated profit and less account 
you will see that the combined interest 
earned by the gtoup amounts, less tax, to 
£317,359... The total transfers. from.. the 
group departmental. underwriting accounts 
ae £331,912. On the other side there appears 

the figure of £205,445, being ‘the loss sus- 
tained bythe group. fire business and. taxa- 
tion. at £251,500... The transfer. to. the con- 
solidated profit and loss appropriation account 
amounts to £129,231 and the final figure 
carried to the balance. sheet shows a dectease 
of some £50,000 at £1,051,624 

Your court of directors are recommending 
the payment ‘of a’ final dividend of 20 per 


cent., making 35 per cent. for the year, which: 


is the same as for 1946, 


PEPE Sid) 
‘TRIBUTE TO EXECUTIVE AND STAFF. 
t amy *sure* you'will wish’ me on your 


Salt to’ exterid“our appretistion and thanks’ 


to. our general mapager, the _ executive 
branch and. district. managers and, staff . 


ey 





737. 


to ents both at 
atribution they 

have again ae to ee ieee of our 
affairs. know you would wish me to 
- Sentiments also:to the directors, 

executives and staffs of our associated com- 





As governor ‘of the corporation for many 
years it has been my good fortune to place 
you statements. which in general have 
been’ consistently ‘satisfactory. For reasons 
which I have explained, the picture this year 
is. less, attractive but that.is nothing more 
than the ebb and flow. of business, and set-. 
backs must. iid be encountered from, 
time to time, h care has gone to the 
building up of the position we are in today 
wk-n ‘the total consolidated assets of the’ 
group exceed £48,000,000, and I feel our 
organisation is such that, we can face the 
future with oenecmdiose confidence. 
The accounts were seiniiniily 
aia 


THE ROYAL LONDON ~ 
MUTUAL INSURANCE 
SOCIETY, LIMITED. 


INCOME, £13,400,000 
TOTAL ASSETS, £77,400,000 


The eighty-seventh aiinual general ‘meet- 
ae eee was held, on ‘the 27th. 


aM K.  Wisemea, F.C.1.L, chairman and 
joint managing director, who presided, 
sai 

Ihave much ‘pleasure in informing” you 
that in’ 1947 the new business transacted ‘by 
the society surpassed all previous records in 
beth the Ordinary and Industrial branches. 


NATIONAL INSURANCE ACT, 1946 


The appointed day for the coming rite” 
force of the remairing pfovisions~ of the 
National Insuiance Act, 1946, ‘has been fixed 
ag fixed as July 5, 1948. Therefore, July 5, 
1948, will see the transfer of: the operation 
of National Health Insurance from the 
Aenervet — which will cease to exist. 

One of the benefits under the National 
Insurance Act, 1946, is a death grant, the 
amount of which is £20, with certain excep- 
tions... I want to make it quite plain that the 
introduction of a death grant m association 
with the National Insurance Scheme does not 
affect or prejudice in any way: any policy 
already in. existence. 


INCREASED TOTAL INCOME 


Turning now to our accounts, the total 
income . for the year amounted to 
13,41 , an increase of £988,000 over 
previous year, Combined Premium 
Income vonaaned to £10,619,000, an. increase 
of £849,000 over the previous year. The 
total Claims and Surrenders. paid. during the 
year amounted to £5 ,132,000. 
The mium income in the Ordinary 
branch | ) amount oo esha for annuities 





of the society and the a not from an 
increase in’ ‘the ‘nitnber- of” policies issued 
but from an increase in the average sum 
peared 2? J. Uexeepe! in- 1947 was 
in ‘excess of ; 
In the Branch the premium in- 
come fo the Yea amounted to £7,597,000, 
ce increase of £487,000 over the previous 
Claims and Surrenders amounted: to 

T5585000. 


The amount added tothe fund! during the: 





pameeare eee 
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RICHARD. COSTAIN, LIMITED 


PROFITS WELL MAINTAINED 


FACTORY SITE GROWING 


MR R. R. COSTAIN ON THE OUTLOOK 


The fifteenth ordimary general meeting of 
Richard Costain, Limited, was held at 
Rodney House, Chichester Street, Dolphin 
Square, London, S.W., on the 27th ultimo, 
Mr R, R. Costain, C.B.E. (chairman and 
managing director), presiding. 

The secretary (Mr L. Richards, A.S.A.A.) 
read the notice convening the meeting and 
the report of the auditors. , 


The following is the statement by the 
chairman, which had been circulated with 
the report and accounts for the year to 
December 31, 1947:— 


You will, observe from the profit and loss 
account that, in spite of the difficult trading 
conditions which prevailed during 1947, and 
to which I will return later, the profits of 
the Costain group of companies were well 
maintained. The increased profits for the 
year arose in the subsidiary companies and 
you will observe that a substantial amount 
of such profits is being retained in those 
companies for the development of their busi- 
nesses. The net profit of the parent com- 
pany, after providing for all expenses, depre- 
ciation and taxation, and including dividends 
receivable from subsidiary | companies, 


-amounted to £90,790, as compared with 


£86,183 for the previous year. 
PENSION FUND 


The board has transferred back to profit 
and loss account the sum of £20,000, which 
was appropriated in the accounts for 1943 
and 1945 as a provision for staff pensions. 
The company has a staff pension scheme in 
operation and this provision has not been 
utilised. “It has, therefore, been decided to 
appropriate this sum, together with £30,000 
from the profits for 1947, to a fund to pro- 
vide for an educational, training and benevo- 
lent scheme for the benefit of the company’s 
employees. It is proposed that this ‘fund 
should be administered by trustees, including 
representatives of the employees, and I am 
confident: that the scheme will be of great 
value both to the company and to“its em- 
ployees. Shareholders will realise that a well- 
trained, efficient and loyal staff is the corner- 
stone of any business. 


The board recommend the payment of an 
ordinary dividend of 10 per cent., less. ,tax, 
as in the previous year and, after, these appro- 
priations, there will remain a sum of £17,756 
to be added to the amount carried forward by 
the parent. company. i 


BALANGE-SHEET ITEMS. 


The balance-sheet at December 31, 1947, 
reflects the larze volume of work-in- 
which has necessitated considerable 
borrowings, amounting to £462,268 at the 
year end. In this connection. shareholders 
have been asked ro approve an increase in the 
company’s borrowing powers which have re- 
mained unaltered since 1936. «. «> 
The increase in the item freehold and lease- 
hold properties consists mainly of a transfer 
from work-in-progress of certain “house 
tty which is let to tenants and may, 


holders may be interested to know that vir- 
tually the whole of the company’s house 
preperty, including that of its sub-subsidiary 


company, Rylands Estates, Ltd., is valued at 
prewar cost. 

You willobserve that it has not been neces- 
sary to draw on the special provision account 
of £50,000 which was provided last year 
against contingent losses at home, due to the 
exceptional weather conditions, and abroad. 
This provision will, however, be retained, 
since the risks always inherent in contracting 
and civil engineering work are magnified 
under current conditions, 


PAST YEAR’S ACTIVITIES 


In the ycar under review, the construction 
of the hydro-electric scheme in Scotland and 
the erection of factories and houses of many 
different types continued satisfactorily. We 
were also successful in securing two further 
large open-cast coal contracts in the North of 

nd, and. work on a new atomic power 
statioo. Qur branches in the Near East 
and Southern Rhodesia are still expanding 
and the reputation already acquired by your 
company is being enhanced. Your directors 
also have under consideration further expan- 
sior in other parts of the world. 


The factory side of our business is grow- 
ing and the factory in Wales has practically 
completed a contract for the manufacture of 
Airey house components and is already en- 
gaged in other types of manufacture which 
will, we believe, prove successful. The 
factory in Essex is still producing Airey 
house components. We have also entered 
into a contract with the Ministry of Works 
for the manufacture and supply of pre- 
stressed concrete sleepers. We are at present 
converting a factory in Scotland for this 
purpose and production. wil! commence to- 
wards the end of the Current year. 


THE FUTURE 


Before considering the fuiure prospects of 
the company, I would like to remind you of 
my remarks of last year with regard to the 
properties owned by you: company, and [ 
have regretfully to inform vou that the profit 
and joss position, in so far a; this aspect of 
our. business is concerned, continues. to 
deteriorate, as the Government has not yet 
taken any ‘Steps to mitigat> the legislation 
that imposes such .severe restrictions on 
property owners. 


With regard to the future prospects of 
your company, it is impossible to make any 
predictions as to developments in this 
country in either the building or civil en- 
ginecring spheres of work. It is hoped, how- 
ever, that the rigorous policy laid down in 
the Government White Paper will be 
modified during the ensuing year and, if this 
is $0, it is felt that vour company is in an 
cxtetent position to play a considerable part 
in the essential work of rebuilding in this 


manager some four years ago. I am sure 
will appreciate the necessity for having this 
increasingly important side of the isati 
represented on the board. Mr Stewart joined 
the company in 1934 and was made chief 
civil engineer in 1941. Each of these 
men will prove a valuable acquisition to the 
board of directors. eat 
In conclusion, may I take th!s opport 
of paying a wibute to the directors and st 
for their enthusiastic and loyal support duri 
the past year. I am sure the shareholders 
wish to join me in expressing our appreciatix 
and thanks. A 
The report and accounts were adopted; the 
proposed dividends were approved; Mr R. B 
Minto and Mr H, M. Stewart were appointed 
directors ; the retiring directors, the Right 
Hon. Lord Clwyd and Mr J. W. Whiter, were 
re-elected, and the auditors, Messrs James 
Worley and Sons and Messrs Peat, Marwick, 
Mitchell and Co., were re-appointed. 
, At separate meetings of the preference and 
“A” preference shareholders, and an extr- 
ordinary general mecting of the co 
resolutions were unanimously passed appray- 
ing an alteration in the directors’ qualification 
and increasing the borrowing powers of the 
company to £,1,500,000. 


NORTH BRITISH AND 
MERCANTILE INSURANCE 
COMPANY, LIMITED 


LORD BRAND'S STATEMENT » 


The annual general meeting of the North 
British and Mercantile Insurance Company, 
Limited will be held, on the 6th instaahas 
Edinburgh. 

The following is an extract from the state- 
ment by the Rt. Hon. Lord Brand, CMG, 
D.C.L., chairman of the General Court’ ot 
Directors, in connection with the accounts 
for the year ended December 31, 1947:— 

Life department,--The new business 
results are again satisfactory, the 
completed during 1947 being £7,55 ‘os 
compared with the 1946 total of £5,921,105, 
which itself was a record. "J 


The premium income has again expanded,” 


Business written during 1947 pore 
“Two Generations” policy—£250,000— 
indicates that it is proving popular. We 
record an expansion of the annuity 
In the fire account the increase in pre 
miums is more than £1,300,000. Unfortu- 
nately the loss experience has been. adve 
both at home and abroad. The outcome o& 
the year’s trading is a profit of £29,783. 
Casualty department :—The premiums of 
the Railway Passengers Assurance Company, 
which transacts our casualty business, af 
£542.18 show a4 substantial increase 
per cent. over evious year’s f 
figure. The shuieiwtiton profit of £150,204 
compares favourably. ‘ 
Marine department: -—Although . out 
marine business, «transacted hg. 000 Ocean 
Marine Insurance Company, Limited, -ha 
had to meet. increasing problems, it can be 
regarded as very satisfactory. Premiums were 
£1,017,390 against £765,232 in 1946, Am 
amount of £150,000 has been tansferred:to 
profit and loss occa t from. the. profits of 
past years now c i 
The Fine Art and General Insurance 
Company, Limited :—Premiums Same 


+ ag 


were {£638,472 compared with 
on underwriting profit was £28,298 agains 


Consolidati ae ie 
—The couihinad prot aps padne profit is 
£358,285, Net. in 
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JHE ECONOMIST, May 1, 1948 
GENERAL LIFE ASSURANCE 
RECORD NEW BUSINESS 


At the annual general meeting’ of the 

erical, Medical and General. Life Assurance 
Gey. held recently at the. Society's chief 
office, 15, St. James’s Square,-London, S.W.A, 
the deputy chairman, Lt.-Col. Sir Francis 
H. Humphrys, G.C.M.G., G.C.V.O., presided, 
in the absence, owing to illness, of the chair- 
man, Sir Francis E. J, Smith, In the course 
of his address, the chairman reported . the 
uansaction of a record amount of new busi- 
ness, large increases in premium: income, 
interest receipts and funds, as well as progress 
in; and additions to, subsidiary companies. 


GROWTH OF BUSINESS 


The new life assurance business amounted, 
after deduction of fe-assurances, to 
£4,341,723, an increase of 23 per cent. over 
the corres Jonding figure of the previous year. 
This new business consisted mainly of Whole 
Life and Endowment Assurances, of which 
the greater part was effected under With 
Profit tables, implying a continued confidence 
in the Society’s ability to maintain its high 
reputation as a bonus-paying office. 

As the result of the year’s transactions, the 
Life Assurance Fund rose by £537,881 to 
£16,947,837; the Capital Redemption Fund 
by £699,524 to £1,222,065; and the combined 


Assurance Funds by (£1,237,405 to 
£18,196,902, 


INTEREST YIELDS 


The interest receipts of the year showed a 
material increase, the gross yield earned on 
the Life Assurance Fund rising by 7s. 2d. per 
cent. to £4 17s. Id. per cent., and the net 
yield, after deduction of income tax, by 4s. 4d. 
per cent. to £3 12s. 8d. per cent. 


_In part, these unusually large increases in 
yield reflected a genuine improvement in the 
income produced by the Society’s invest- 
ments, but in part they rose from the recei 
during the year, of non-recurrent arrears, 
interest from mortgages and other invest- 
ments. To this latter extent, therefore, the 
high yields of 1947 may not prove capable of 
complete maintenance. At anything like the 
Present levels, however, they imply an ample 
Margin over the rate of interest assumed in 
the valuation of the Society’s liabilities, which 
Margin provides an important contribution to 
the surplus available for bonus distribution. 


The rapid growth in the volume of new 
business, and the rise-in costs generally, have 
Produced an increase in expenses. The ex~ 

of staff required to handle the 
increase in new business and to restore an 
adequate standard of service, after the break 
the war years, to our policyholders, bas 


> 


caused an immediate rise in expenses, whilst 


the premium income can respond only more 
Seite to the influx of new contracts. 
stant ee =a made te eee the 
maximum degree of economy of management 
se with the* efficient Conduct of the 
$: si iis ee 


* 
& 


ASSETS OF THE SOCIETY =~ 


“The total of the assets of the balance-sheet 
amounted to £19,187,429 and showed an 
increase of £1,579528. 2 87 IN 

Among the investment changes of the year 
have been an increase in ordinary shares. whd 


an increase in investmefité ‘Th’ fy €om- 
panies, which are four in number. these, 
the General Reversionary and Investment 
Company has experienced a prope “year 
of record expansion, and the Lands Improve- 
ment Company continues. .to Atamsact. an 
active loan business with landowners. “The 
remaining two subsidiaries are property c~n- 
panies, in which the Society has acquired a 
controlling ‘interest’ during the’ year ; both 
show every sign of proving to be remunerative 
investments. ©. ' : 
The favourable margin between market 
values ‘and ‘book values ‘of Stock Exchange 
securities has decreased during the year, but 
remains substantial and the further hidden 
reserves which exist 6n the Society’s holdings 
of freehold and leaschold properties and of 
shares of* ‘subsidiary and* associated com- 
panres, ‘create an’ aggregate position’ of’ im- 
pressive financial strength. 


VALUE OF LIFE ASSURANCE 


The attractions of a life policy to the 
family man are already well realised. More- 
over, under present conditions, ‘the element 
of voluntary saving renders life assurance a 
matter not only of wise personal choice, but 
also of urgent national necessity. Proof that 
these facts are becoming increasingly recog- 
nised exists, in the case of the Society, in 
the new business results of 1947, and in 
the even more encouraging start made, to 
date, in 1948. 


Two forms of policy to which especial 
attention is invited are.“ pre oon 
Units” and the recently introduced “ Im- 
proved Deferred Assurance for Children. 
Both are designed to offer a wide choice of 
options at low rates of premium, which have 
the added attraction of ranking for income- 
tax allowance, and both are achieving in- 
creasing popularity. 


The report was adopted, 


RUBBER PLANTATIONS 
INVESTMENT TRUST, 
LIMITED 


INCREASED REVENUE 


The annual general meeting of the Rubber 
Plantations Investment Trust, Limited, was 
held, on the 28th ultimo, in London. 

Mr H. J. Welch, the chairman, said that 
the revenue account sh an increase as 
compared with 1946 of £36,861 in gross in- 
come and £16,799 in taxation. Ar the end 
of last year quoted investments had a market 
value of £2,111,203; unquoted securities 
were valued at £56,519 and, together with the 
Sumatra Tea  Fstates Limited holding 
brought in at cost, aggregated £2,881,091, 
compared with a total net cost of £3,146,030, 
Last year they recommenced dividends with 
a distribution of 33 per cent. for 1946. It 
was to. pay a similar dividend for 
1947. 


The Ministry of Food continued to be the 
sole importers. of tea from India, Ceylon and 
British East Africa cy consumption ie the 
United Kingdom. € prices TO- 
duane continued to be. ba on_ 1956-8 
prices adjusted in respect of the considerable 
increases in cost. of production since those 
years. Producers could look forward to re- 
munerative prices this year ; beyond that the 
trend. of prices operaees less certain, _ 

During 1947, th ares pergucns indus- 
try, partcularl a, had steady 
and Peat ogress, On. the consump- 

uence of the | States 
of 





su 

had contin to. be the dominating eet, 
But. for pbbaains . use synthetic 
material ie the’ SA the replacement of 
synthetic by, natural rubber would progress 
still further than it had. Remarkable progress 
in the rehabilitation, of Malayan estates had 
been achieved in 1947, and it was to be hoped 
that the expense would in due course be 
reimbursed by the Malayan Goyernment.- 

: report Was adopted. 
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‘\ INTERNATIONAL NICKEL 


COMPANY OF CANADA, 
“1° LIMITED 


ANOTHER ENCOURAGING YEAR 


The annual meeting of this company was 
held at/Toronto on ibe 28th ultimo. . 

Mr Robert. C. Stanley, chairman and 
president, said: Your organisation is a Cana- 
dian international aunts company, which 
has branches in Great Britain and in» the 
United, States; . 19,750, employees. ..and 
$136,000,000 were required. in 1947 to run 
the entire company. : 

We ‘refine in our. plants nickel, copper. 
cobalt, selenium, tellurium, gold, silver .an 
the platinum metals. The company’s rolli 
mills and foundries process part of these 
metals’ into rolled mickel, monel, inconel, 
nimonic and other alloys. Sheets,. rods, 
tubes, wire, forgings and castings are made. 
These commodities are goa ‘din our roll- 
ing mill at Huntington, West Virginia, in our 
Wiggin rolling mills at Birmingham, England, 
and Glasgow, Scotland, and in our foundry 
at Bayonne, New Jersey. _ oat 

Sales of nickel in all forms in 1947 were 
205,278,868 Tb. comparable with 201,103,234 
Ib. in 1946, Our mill products“ have had a 
steadily expanding growth for many years. 
Among current demands for monel that of 
the petroleum industry is important.. Monel 
and “K” monel are being employed in the 
corrosive oil wells of West Texas in pumps, 
sucker rods, gas lifts, balls and seats of valves 
and for other pieces of equipment. The con- 
sumption of Ni-Rod for welding cast irons 
has expanded appreciably and provides .a 

roduction item of importance. for _ the 

ayonne Works. 


UNITED KINGDOM PLANTS 


Improvements have been made in ‘the 
nickel carbonyl process at the refinery in 
Clydach, Wales. A new copper sulphate 
plant has been. built and» the headquarters 
of the chemicals division has been expanded. 
Costs have been lowered. Our Wiggin rolling 
mill in Birmingham, England, is operating at 
record peace-time capacity and is doing: a 
large business in blanks for nickel coinage. 
Its plant in Glasgow, Scotland, is also busy. 
Wiggin continues to be the | t producer 
of wrought nickel products in Europe. 

The precious. metals. refinery at Acton, 
England, is running satisfactorily and great 
attention is being spent on cyano age | low 
costs for refining our platinum metals. Birlec, 
Limited, our electric furnace manufacturing 
company, a subsidiary of the Mond Nickel 
Company, Limited, is located in Birmingham, 
England, At this plant, orders are being 
received which assure another table year. 

International Nickel does its business in 
three principal countries all having different 
currencies. The company’s accounts are 
stated in United States dollars and its divi- 
dends ‘are declared in that curréncy. In 
keeping with our original charter, issued in 
pired we watered rine arb ae 
pan te that preferred dividends 
aid in United States dollars. This has been 
done since payments started in 1906. Divi- 
dends on the common stock were started 
in 1909 and since that'time dividend declara- 
tions have been in United States dollars. 

Our mining, smelting and the bulk of our 
refining is done in Canada, in Canadian 
dollars, whereas 674 per cent. of our nickel 

i for United States dollars. ‘Of 


Total income for 1947 was $167,483,797 
and for. 1946 . was, $134,429,340.. 
eatin $33,503,466, of eae 
costs of net, as 
compared with . $29,681,352... Quarterly 
dividends of 40 cents per share. were . 
on the common stock and an.extra divi 
of 40 cents.was declared: 

The report was adopted: 





q 
i% 
ia 

: 

g 
iz 
i@ 
3 
a 
73 


740 


3 


OHADFIELDS LIMITED (1/4) 


CONTINUED EXPANSION eu PUES 


BIGGER OUTPUT PER MAN-HOUR 


The sixtieth ordinary general meeting of 
Hadfields Limited. was held at the Royal 
Victoria Hotel, Sheffield, on the 27th ulumo. 

Lord Dudley G. Gordon, D.S.O., the 
chairman, presided. 


After referring to the award to Mr W. J. 
Dawson of the C.B.E. and also of the 

essemer Medal of the Iron and Steel Insti- 
tute, the chairman said: Plans for the re- 
arrangement and, where necessary, recon- 
strucuen of the works, have been actively 
pursued throughout the year. A decision 
has now been reached about the productive 
capacity to be retained for armour plating. 
As a result of this decision our commitments 
can be clearly defined. 


The scheme for the development of the 
foundry, which includes completely new melt- 
ing plant and rearrangement of the flow of 
the work, has progressed. Plant for the new 
forge is also in hand. 


In addition we have to deal with the 
ordinary repairs and replacements which were 
necessarily deferred during the war ; thus we 
have to contemplate an expenditure. during 
the next five years of some considezable 
magnitude. 

Included in the general scheme of works 
replanning is the concentration into a single 
building of the metallurgical, scientific and 
research work. 


EXPANSION OF COMMERCIAL WORK 


The expansion in the value of our com- 
mercial work, which was sO necessary to 
take the place of ordnance work, has con- 
tinued during the past year. Indeed the 
orders received were more than £1,000,000 
in excess of the value fer the previous year. 
Vital supplies to the Mining Industry include 
wheels and axles for colliery tubs and cars 
at the rate of more than double last year’s 
supplies. Manganese steel is steadily re- 
placing carbon steel as the material used for 
these colliery wheels. 


For open cast coal mining, we are supply- 
ing increasing numbers of drag line buckets 
of the Esco type, besides alloy and other 
quality steel castings for excavators. Sup- 
plies for the railways, which also have a high 
priority, include wheel centres and track 
werk, _One of our most important supplies 
is. that. of dredger buckets for which it can 
be claimed that: we have secured by far the 
greaiest proportion of total orders placed in 
this country. 

We have continued to expand our business 
for the highly finished fully hardened forged 
steel rolls and we are steadily improving 

i manufactured as 


ment. We do indeed make the confident 
claim that our fully hardened rolls--will com- 
pare favourably with the best rolls from t.s 
other side of the Atlantic. 

The activities of our subsid:ary, Milispaugh 
Limited, continue to expand. 


TRADING PROFIT MORE THAN DOUBLED 


' “The accounts are presented in a somewhat 
altered form, complying for ‘the most part 
with ‘the requirements of the new Companies 
Act, which will come into ferce' later ‘in the 
present year. The most important feature of 
this new arrangement is that we now publish 
a consolidated balance sheet which shows all 
the sies included in what is termed the 
* Group of Companies.” 

The profit and loss account of the parent 
colapaiy, Fisatclie Lieitct, itv a i 
profit ot £381,000, compared w.th £149 


for 1946. This is not the result of any start- 
ling increase in the volume of trade or the 
rate of gross profit (though there has, in fact, 
been an increase as indicated in the directors’ 
report), but is due in to a. different 
method of application overhead charges. 
In its year of adoption, this method shows an 
apparent inciease in profit.. Later years will 
be comparable with each other. 

The other notable change in the profit and 
loss account is that we have drawn from the 
Iron and Steel Prices Fund Agreement, 
£50,000 only in of the year 1946, as 
against a ciaim of £224,000 for the previous 
year. 

In the balance sheet, “amounts due by 
subsidiary companies ” now stands at £13,000 
as against £140,000 for last year. This con- 
siderable decrease is accounted for by the 
liquidation ot the amount advanced to 
Millspaugh, whose share capital is now 
in line with the real amount of capital em- 
ployed in the business. 


DIVIDEND DECISION 


In common with other companies, we 
thought it right, in response to a letter from 
the President of the Federation of British 
Industries to agree that the board will not 
recommend to the stockholders any increase 
in the rate of dividend on the ordinary stock 
during the next twelve months. 

It is only by increased output per £ of 
gross earnings by each individual that it will 
bé possible .o pay the cost of the new measure 
which will come into force during this year. 
The aid which is expected from. American 
sources is temporary only, and we can only 
reach permanent success by means of our 
own orts. 

So far as our own works are concerned, 
the latest results show that there is a definite 
increase in output per man hour, though still 
below the prewar figures ; this compares very 
satisfactorily with industry in general and 
our own people are to be congratulated on 
the progress which is being made towards 
thar level of production which must be the 
ultimate aim. 

The creait of the profit and loss account has 
been steadily m>unting in previous years, and 
has now reached such a large figure that we 
think it right to recommend the transfer of a 
considerable proportion of it to specific re- 
serves. That is to say, £250,000 for the 
equalisation of dividends, £250,000 for de- 
ferred repairs and, thirdly, £100,000 to in- 
augurate a reserve to provide pensions for 
retired workpeople after thirty years’ service. 


DEPUTY CHAIRMAN’S REMARKS 


Mr J. B. Thomas, F:C.A., deputy chair- 
man and. managing director, said:-——-The 
reduction of the weekly standard hours from 
47 to 44 has resulted in an increase in pro- 
duction costs. The statement that the same 
amount of work that was done in 47 hours 
would be done in 44 has not proved to be 
true in practice. Production has increased, 
but this can only be attributed to overtime 
and incentive bonus schemes «which, whilst 
givmg extra production, add considerably to 
the costs.’ . . 
_No one begrudges workers ‘better condi- 
tions and more leisure, but surely, considering 
the serious position of the nation, the change 
was ill-timed. We are: alt today living in 
a fool’s paradise, merely because of shortages, 
and the sooner everyone realises that the time 
is fast approaching when we shall have to 
fight very s for our very existence, 
the better we shall be enabled to meet future 
j e 


The revenue collected by way of taxation 
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three years, and. yet the country has 
no less than four times. that ee Bay 
49, the highest rate in the history of the 


If it. ~~ oe pee - the exceedi 
generosity nited States, this 
would at present be suffering privations very 
& are we 
wait for the Government and the: nation's 
realise our extreme peril, amd to take effec. 
tive mene oP remedy the, position 2, 
We urgently require is an up-to-date edition 
of Wake Up, England.” vid 
te 
NATIONALISATION 


We are repeatedly told that the Govern- 
ment intend to nationalise the steel industry; 
What justification has it tor proceeding with 
such a scheme? Have the lessons-of 
“Coal” and the “ Air Services” taught them 
nothing at all? The steel industry has 
proved itself an outstanding example to the 
country for its efficiency and freedom from 
labour troubles, and will continue to do 50 if 
wt remains free from Government interfer- 
ence. 

If steel is nationalised, then it is good 
to prosperity in this country, if the results of 
those industries already nationalised are a 
guide as to efficiency and management, for 
which the Government must be held respon- 
sible, If, as appears probable, losses are sus- 
tained in those industries, these losses can 
only mean that they must be borne by wa 
of extra taxation by labour and industry not 
nationalised. Have the large industries lost 
the will to fight for their sights, and must 
they accept the extinction of _ private enter- 
prise, by which this country became: the 
greatest power in the world? If hing 
. not done soon, the cry will be again “ 

te. yt 

The report and accounts were adopted. 





B. MORRIS AND SONS, 
LIMITED 


INCREASING SALES 


The annual general meeting of B. Morris 
and Sons, Limited, was held, on the 28th 
ultimo, in London. ie 


Mr A. J. May (chairman and managing 
director) said that at their last meeting he 
had expressed the hope that they would pro- 
duce a good result on the year’s trading for 
1947. He trusted that most of the shate- 
holders would agree that that remark 
been justified. The period covered the 
shortage crisis and the cisorganisation ¢; 
by the alteration in tcbacco duties. ods 

The sales of the company’s various products, 
were increasing and the first three months); 
trade of the current year had been very satis 
factory. They were in a much better position 
regarding raw material, compared with pre 
vious years, In connection with supplies of 
raw material for tobacco and cigarettes, ‘they, 
had always been large users of Empire-grown 
tobacco and were not very much affected by! 
the shortage of American tobacco. They were 
sul experiencing difficulty as regarded labour. 
_ "The profit for the year was £27,481. The. 
increase was due to exceptional circumstances. 
They were proposing to maintain the divig 

nd on the ordinary shares as last 3 
10° per cent. and increase the carry- orward: 
by £2840 to £4249 

With r © the future,, their allocations. 
of materials the various controls.sa 
Yeu f fair, but it was not pos he ae 

owi those controls, 
of ‘raw cna tal Gnd labour also tended & 






to do so in the future. He had great. 


The report was adopted. ns eae 
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HE ECONOMIST; May 1, 1948 


“MANGANESE” BRONZE AND BRASS). 
COMPANY, LIMITED 


A MOST SUCCESSFUL YEAR 
MR J. C, COLQUHOUN’S STATEMENT 


The forty-ninth ordinary annual general 
meeting of The Manganese Bronze and Brass 
Company, Limited, was held on, the 23rd 
ultimo, at 63, Grosvenor Street, London, W., 
Mr J. C. Colquhoun, M.B.E. (chairman and 
managing director), presiding. 

The secretary (Mr W. K.. Gibb) read the 
nonce convening the meeting and the report 
of the auditors. 


The following is the statement by the 
chairman which had been circulated with 
the report and accounts for the year ended 
December 31, 1947, and was taken as read: — 

I am again circulating my review of the 
year’s working on the assumption that this 
practice meets with your approval. 


PROFIT AND DIVIDEND 


The profit for the year before providing 
for taxation and dividends is £173,277, com- 
pared with £127,977 for the previous year. 
The directors recommend that a final divi- 
dend of 20 per cent. be paid on the Ordinary 
shares, making a total of 30 per cent. for 
the year, the same as for the previous year. 

The dividend recommendation naturally 
follows a decision made by your Board on 
March 3rd to. refrain from increasing the 
rate of gross dividend declared during the 
next 12 months. This decision, which was 
immediately communicated to the Stock 
Exchange, was taken in response to a letter 
received from Sir Frederick Bain, President 
of the Fedetation ot British Industries. 


After providing for taxation and for 
Preference and Ordinary dividends there 
remains a surplus for the year of £45,407, 
bringing the toral of profits retained in the 
business to £255,820. In this amount I have 
included £33,000 excess profits tax refund. 
This has now been spent on re-equipment 
and development and can therefore be 
regarded as part of surplus though we may 
stl! be required for a time to show it as a 
separate item, 


We continue to show dividends at their 
amount, for the only reason that the 
Budget date intervenes between the publica- 
tion of our accounts and the payment of 
dividends. To show dividends at their net 
amount would be to show them incorrectly 
every time the rate of tax is changed. I 
mention this partly because of criticism ot 
this procedure and also to point out that pro- 
Vision for taxation as shown in the accounts 
at £78,659 is not the full provision. The full 
provision for the year, regardless of what 
dividends are paid, is £100,803 or 58 per 
cent. of the net profit. 
The depreciation charge for the year 
amounts to £48,835. This includes normal 
iation on fecent plant additions, but 
wane ee depreciation 
on plant ecqu at prewar prices. 
The necessity for this arises from the fact 
that depreciation at prewar levels completely 
to made adequate provision for re- 
ae of plant and machinery at current 
ices. 


You will see also im the accounts that 
stocks and debtors together amount to 
£586,158 against £418,391 a year ago. Net 
Curent assets now amount to £254,531,.an 
increase of £51,288 on the year. Fixed assets 
at their net value, after the increased depre- 
Cation to which I -have referred, amount>to 


£203,295 against £197,015. As. 1 informed 
you last year we have disposed of the trade 
investments and this item now disappears 
from the balance sheet. You will observe 
that virtually all the capital including retained 
profits is employed in the business. 


TRIBUTE TO MANAGEMENT 


_ The past year has been the most successful 
in the history of the company. For this great 
credit is due to the local management at your 
works—Mr E. Robson at Ipswich and Mr 
R. N. Richardson and Mr F, J. Tector at 
Birkenhead. I mention these names in par- 
ticular, but the great achievement in produc- 
tion, the results of which are now before you, 
could not have been obtained without the 
goodwill, co-operation and teamwork of all 
the staff and workpeople. I am sure you will 
join me in sending them all our congratula- 
tions and thanks. 


We have heard much of late about “the 
two sides of industry.” There are no two 
sides in a good team and given fair play all 
round I believe that our employees naturally 


prefer and take a pride in loyalty and team- 
work. 


The company is now in its fiftieth year 
and although it is impossible for me to fore- 
cast with any degree of accuracy what the 
results will be, I would say that we have an 
excellent cnance of being able to celebrate 
our jubilee with a new production record. 
The demand for the company’s products is 
sufficient to make this possible. 


In regard to profits. and. prices,. I. have 
aiready referred to the profits retained in 
the business amounting to £255,820. These 
profits have been ploughed back into the 
business and have made possible the high 
rate of. production and employment which 
we have now reached. . Improvements. in 
efficiency, working conditions, quality of 
production, facilities for research and so on 
have also been made possible. These. in- 
dustrial neds are never fully met. In slump 
years they are badly neglected and even to- 
day we are behindhand with much that 
ought to be done on account of restrictions 
on capital expenditure. ,Such needs must 
be kept in mind but none-the-less price cuts 
have been made and the position is being 
kept continually under review. 


EXPORTS AND HOME REQUIREMENTS 


Finally in regard to exports, we are main- 
taining our foreign connections to the best 
of our ability, but home requirements now 
have first call on the products of your busi- 
ness. These requirements are all for essential 
home needs or export and call for our pro- 
ducts as component parts in the more valu- 
able end products. Your marine propeller 
business on.Merseyside is making a splendid 
contribution in this respect, as is also the 
wrought side at Ipswich. with extruded, 
rolled and forged brass and bronze products 
and the manufacture of “ Oilite”  self-lubri- 
cating bearings. Direct. exports have been 
satisfactory under the circumstances, 


The report and accounts were unani- 
moincly adopted, and the dividends as recom- 
mended ‘were approved. — Aaa 

The retiring directors, Lt.-Col. S. J. M. 
Auld, ‘O.B-E., M.C., and Mr J, C. Budd, 
were re-elected and the auditors, Messrs, 
Lever Honeyman and Co., having been re- 
appoi red the proceedings terminated with 
a vote of thanks to the chairman, directors 
and staff. 


me: 
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INTERNATIONAL PROBLEMS 


The annual, shareholders’ meeting of the 
Société LENS et dEntre- 
— ndustrielles ve INA) son eg: in 
de Vyvere, cihattien of the board, presiding. 

The following statements are extracted 
from the directors” report: ‘ , 

“Ideological differences continue to bring 
conflict between groups of nations, and at 
the same time to foster within’ individual 
Nations suspicion and hatred, \cupidiry and 
fear. The essay.which, as has been our wont 
for many years, is appended to this report, 
and of which the subject on this occasion is 
‘Envy and distrust, obstacles to economic 
progress,’ analyses the nature and causes of 
these conflicts.“ It also indicates how they 
could be allayed by a better understanding 
of the background motives. 

“Recently our company. has suffered. from 
arbitrary action in Spain in two of the under- 
takings in which it has interests, The hostile 
attitude taken towards us, or tolerated, by 
certain authorities is particularly unjustifiable 
considering the conspicuous services we have 
rendered their country for many years. 

“Elsewhere, public utilities fail to obtain 
permission to effect tariff adjustments called 
for by increased operating charges. As a 
result, their sound operation is jeopardised, 
and so long as new investments would prove 
unremunerative they are unable to proceed 
with extensions which the public interest 
demands. 

“Instead of giving full.attention to creative 
endeavours, our company is at present com- 
pelled to devote an excessive: part .of, its 
activities tO negotiations purporting merely 
to obtain redress from wrongs which its sub- 
sidiaries or itself have suffered, or equitable 
treatment which they are denied and at best 
will be tardily granted. In_this its. situation 
is typical of present-day world economy, pre- 
vented by futile disputes from utilising the 
resources with which it is endowed.” 

Besides giving the usual particulars con- 
cerning the principal undertakings in which 
SOFINA has interests, the report comments 
on the progress. of .electricty production. in 
various countries and technical. developments 
in this field. 


THE DIVIDEND 


The balance sheet at December 31, 1947, 


shows an increase of 460. million francs in 
“ Holdings,” resulting partly fram a re- 
integration of reserved profits. “Cash in 
hand and on deposit ” was about 104 million 
francs higher than at the end of 1946, and 
net profits amounted to 153 million francs as 
against 109 million francs for the preceding 
year. Some of the income was of an €X- 
ceptional nature, and 63 million francs are 
therefore allocated to “ Reserve fund and tax 
provision,” pad 

A dividend of 135 francs net per ordinary 
share is payable on the 630,000 shares old 
and new, whereas, the dividend. of 400. francs 
for the. preceding year, went only to the 
210,000 old shares. 

New ordinary shares have been at. the .tis- 
posal, in Belgium, of holders of old shares— 
or of groups of 25 .one-fiftieth shares—since 
February 12, 1948. In Great Britain such 
new shares will be obtainable (after comply- 
ing. with certain regulations) through the 

idland Bank (Overseas Branch), who can 
supply full particulars.. It has not. yet. been 

sible to deliver new one-fiftieth shares, 
Coe atrangements are made for the payment 
of the appropriate dividends to holders of old 
one-fiftieth shares. 





of an address by Mr D. N. Heineman on 
“The Shortage of Hard Currencies,” are 
obtainable os application to. Electric ',and 
Railway Finance. Corporation, Limited, 
Claridge House, 32, ‘Davies Street, London; 
W.1. : 
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MIDLAND EMPLOYERS’ 


MUTUAL ASSURANCE, 
LIMITED 


RECORD PREMIUM INCOME 
ASSETS NOW EXCEED £8,415,000 
1898 - GOLDEN JUBILEE YEAR - 1948 


The forty-ninth annual general meeting of 
this company was held, on the 29th ultimo, 
at 16 Waterloo Sweet, Birmingham, 2. 


Lieut.-Colonel J. ‘Beaumont Neilson, 
C.M.G., D.S.0., C.A., presided. 


The following are extracts from __ his 
speech : — 
LIFE DEPARTMENT 


In thé first year of operations 693 policies 
were issued for sums assured _ totalling 
£531,347, of which amount £213,824 was 
reassured and considerations for annuities 
granted amounted to £7,709. At the close 
of the year the life and annuity fund, to- 
gether with £52,373, Excess Profits Tax post- 
war refund transferred thereto in accordance 
with the undertaking given, amounted to 
£70,013. These vesults can be regarded as 
highly satisfactory. 


FIRE DEPARTMENT 


There was another satisfactory increase in 
the fire department, the net premiums 
amounting to £30,728, being £14,154 more 
than the figure for 1946. 


PERSONAL ACCIDENT DEPARTMENT 


The premium income in the personal acci- 
dent department amounts to £25,941, an in- 
crease ot £15,759. Ciaims paid and out- 
standing amounted to £12,389, being 47.8 
per cent., and after making full provision for 
the consequent increase im reserve for un- 
expired risk the account shows a profit of 
£113. 


EMPLOYERS’ LIABILITY DEPARTMENT 


In this, the original and principal depart- 
ment of the company, premium income 
amounted to £3,509,926, an increase of 
£625,176. Claims paid and outstanding 
amounted to £2,470,577, being 70.4 per cent. 
It is satisfactory to report, in this the golden 
jubilee year of the company, that the 
premium income for 1947, the forty-ninth 
year of the company’s operations, is a record 
in its annals. The National Insurance (Indus- 
trial Injuries) Act, 1946, comes into opera- 
tion with effect from July 5, 1948, and 
will repeal the Workmen’s Compensation 
Acts. From that date employees injured at 
work will draw compensation from State 
funds subscribed by the employer, the em- 
ployee and ‘the taxpayer. is will 
mean a temporary _ loss premium 
income, but it does not mean that our 
work for the community will end. On the 
contrary, the injured employee will, in addi- 
tion to his State benefit, retain ‘his right to 
claim damages .from his employer where 
injuries are caused by the negligence of the 
employer or same other son for 
the employer is responsible. Common law 
claims have increased, and are still increasing, 
both in number cost, and, with the 
advent of the new legislation referred to, the 
obligations of an em will be an incalcu- 
lable but increasingly grave risk for some time 
to come. 


GENERAL INSURANCE DEPARTMENT 


The premium income in this department 
amounts to £264,170, an increase of £28,871. 
Claims paid and -outstanding amount to 

133,083, being 50.4 per cent. All sections of 

is department, including motor, have con- 
tributed a profit, h the utmost care 
in the sélection and underwriting of risks is 
still required 


EXPENSES OF MANAGEMENT - » 

The expenses of management amount to 
£375,260, being 9.8 per cent. of the total 
premium income compared with 10 per cent. 
for the year 1946. Notwithstanding the con- 
tinued increase in salaries and the cost of all 
forms of office equipment, supplies and ser- 
vices, it is satisfactory to record that this large 
organisation can be administered on such an 
economical basis. 


PROFIT AND LOSS A 
AND BALANCE-SHEET 


I now turn to the profit and loss account. 
The balance brought forward from last 
year, after payment of the dividend for 1945, 
was £30,880, which, together with net 
interest not credited to other accounts 
makes a total of £402,057. As already 
mentioned, the surplus on the fire account, 
£2,751, has been transferred as addi- 
tional reserve on that account, and, after 
providing for bad debts and directors’ fees 
and provision for taxation £155,000 on the 
profits of the year, a sum of £50,000 has 
been transferred to reserve fund, making 
this fund £500,000. Your directors have 
considered it prudent to create an invest- 
ment reserve, and have set aside £100,000 
for this purpose. 

It is proposed to pay the usual maximum 
dividend of 10 per cent. free of Imcome-tax, 
which will take £858 net, and after pro- 
viding for this there remains a balance on 
the profit and loss account of £85,500, to 
be carried forward to the next account. 

The assets of the company continue ‘o 
grow, and an increase during the year vf 
£1,073,823 brings the total assets up to 
£8,415,435. 

In this the company’s gclden jubilee year 
I am sure the share will wish to join 
with me in conveying to Mr Barnfield, our 
general manager, our sincere appreciation of 
his able management of the business of the 
company during the pest ten years. 

The report was adopted. 


CAMP BIRD, LIMITED 
EARNINGS AGAIN HIGH 


The forty-sixth annual general meeting of 
Camp Bird, Liraited, was held, on the 27th 
ultimo, in London, Mr F. C. Heley presiding. 


The following is an extract from the circu- 
ee review of the chairman, Mr F. W. 
er:— 


The company's ecrnings during 1947 were 
again high, amounting to £188,511, being 
£2,083 in excess of the profits for the pre- 
vious year. The individual items making up 
the gross earnings of the company are. profits 
on realisation of investments, £141,708, which 
is some £10,000 less than in the previous 
year; dividends and interest, amounting .to 
£50,884, as against £33,327 in 1946; Camp 
Bird Mine profit, £4,952, as against £11,020 
in the previous yeas; end sundry receipts 
amounting to £5,554, as against £2,800 under 
this heading in the poe 1946... Your directors 
recommend a dividend.of 10. per cent., less 
income tax, The yaw vp vole of the com- 
pany’s shares at Decem 31, 1947, was 
20s. 4d. per, share. before making provision 
for the dividend recummended,.and . this 
compares with 19s, twelve months ago, 


The company’s results for the year 1947 
may be considered as satisfactory. We have 
increased our investment portfolio partly by 
depleting our cash, but to a greater extent by 
ploughing back current earnings ; we.-have 
again increased our gereral reserve and our 
dividend. of 10 per cent. is maintained ; also, 
the balance of profit and loss account carried 
forward is greater this year than last. I must 
point out, however, that income tax and 
profits tax will become payable in respect of 
the current year’s profits, and because of this 
it should not be that the compan 
two previous years. 
The report was adopted. 


"3 
net results for 19 wal ‘equal thbec far dhe 


THE ECONOMIST, May 1, 19a 


The annual general meeting of this com. 


pany was held,.on the 28th ultimo, in 
ondon, Dr L. F. Nickell, the chairman, 


ng. 

The following is an extract from his state. 
ment circulated with the report and 
accounts : — 

The year just closed has been ‘a mixed 
and busy one. The fucl crisis early in the 
year adversely affected our operations at the 
time, and later on had the effect of limit 
the availability of some raw materials ay 
some construction materials for a consider- 
able period. This after-effect was the more 
serious. Whilst our volume of sales exceeded 
that for the previous year, and »was, in fact, 
an all-time record for the company,y-at 
nevertheless fell Sd short of the 
budget for which we planned, because these 
shortages curtailed production. During the 
year, eight plant construction projects, 
started earlier, were completed, and h 
out on the sales volume. Other factors, 
besides volume of sales, important as that 
is, were not so favourable. Restriction of 
raw materials interfered most with wider 
margin products, and a shift in sales toward 
lower margin products was noticeable 
Costs of fuel, raw materials and labour all 
increased, so that production costs were 
a rd higher. si 

n spite of the numercus delays en 
countered under present conditions, other 
new plant projects are being completed from 
time to time, and in consequence the volume 
of production is gradually increasing. ~ 
have therefore felt justified in materially 
creasing the sales budget for 1948, and 1 
results for the first quarter indicate’ 
increase is justified and reasonable. There 
still remain difficulties in the supply ofa 
tew important raw materials. 

Throughout the year the company has con- 
tinued to extend and reconstruct its entire 
organisation to meet the needs of current 
and future enlarged activities. The sales 
office in Manchester was re-established, and 
markets, both domestic and foreign, are 
being more thoroughly canvassed than ever 
before. Not only are our own sales personnel 
calling regularly on domestic customers, but 
during the year agencies and customers in 
some twenty foreign countries have been 
visited. We have active agencies in prac- 
tically every trading country of the world. 

The year has seen the development of a 
heavy construction programme. With it 
there has come the need for additional 
research, project-analysis, chemical engineer- 
ing studies, and other work of a preliminary 
nature. In addition, such a programme 
requires ae mecreased staff sot enginetr- 

» purchasing, supervision for an 
liaison with Government departments 
for training for new operations. TI 
accounts for a large proportion of our if- 
creased staff, and represents an increase in 
ovethead that by its very nature cannot Be 
oftset by increased production for a time. — 

During the reorganisation of Monsanto 
(Atistralia) Pty., Limited, last summer,’ this 
company had the opportunity to acquire. 
70 ver cent. of the equity of that company. - 

The income for the year is £710,215.comt 
pared with £880,280 in 1946. The directors 
recommend a final dividend of 30 per centy 
(making 45 per cent. for the year). 
distribution to all classes. of. st + 
represents 71.2 per cent. of. the profit =. 

is 





loss account balance for the year, and 
distribution to Ordinary stockholders 18 
68.6 per cent. of the nett of £270,295.for,. 
the equity. The equity in the company com- 
i dinary share capital 0 
£750.000 but z'so the share premium accoust 
of £1.042.36 bUS 
pid gerd a 
ity the 
13.4 
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THE HONGKONG AND. 
BANKING CORPOR 


‘ iow ated in the “wy — 
rouse ote PAID ° * 
serenet UNOS . ° e a te - ‘ 
Head Office: HONGKONG 
Chiei Manager: Tae Howovnaste A Monae, 0.B,B. 
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; OINDO-OHIN MALAYA (on. NORTH 
Bu CHINA Con. “CHINA : i 
oo Peipiag Haiphons Johore Bahru BORNEO (Con 
CEYLON neon nee Kuala — 
CHINA Trentein *Kobe j—e PHILIPPINE 
Amoy Tai Kare Muar i) 
anion BUROPE Penaeg Manila 
*Chefoo *Hambury *y Singapore SIAM 
Ohenk'ne Lyon- JAVA Sungei Bangkok 
*Dairen HONGKONG Batavia Teluk UN ITED 
Foochow Hongk ong Sourabay> NORTH . KINGDOM 
i] Kowloon MALAYA BORNEO London 
*Harbdin INDIA Cameron So eem 
Moukdeo Bombay Highland esselton 
Nanking Calcutta 1 Kuala Belalt Sap Franciser 


oe not re 
GRACECHU H STREET, £.C.3, 
Banning BUSINESS OF EVERY KIND TRANSACTED 
: a serviee as Trustees and Executor: & «so 4 by the Bank's truste: 


HONGKONG LONDON SINGAPORE 





THE 


BANK OF NOVA SCOTIA 


(Incorporated in Canada with Limited Liability.) 
Established 1832. 
General Office: Toronto, Canada. 


Paid-up Capital eee wee wee one eee eee $12,000,000 

Reserve Fund ee ae ee ee 

Total Aseets over ... eee eee oe ~ eee oon $700,000,000 

ecial facilities are available to the poblic through the Branches 
of this Bank for the transaction of business wi Canada, Sore 
ong Puerto Rico, Dominican Jamaica and the United States 


at New York. 


Address enquiries to London Branch: 
108, OLD BROAD STREET, EC.2. 
C. &. WEBSTER, Manager. 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, | 
£16,300,000 
£97,000,000 
£181 ,000,009 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEED 
CLAIMS a 





DOMINION OF CANADA 
THREE-AND-A-QUARTER PER CENT REGISTERED STOCK, 1958-63 
For the purpose of preparing the Interest Warrants due July 1, 1948, 
the BALANCES will be STRUCK on the evening of June 1, 1948, after 
which date the Stock will be transferred ex-dividend.—For BANK of 
ae pr Financial Agents .of. the. Dominion of Canada in London, 
\ MAREE, Manager, 47, Fhreadneedie Street, Be 2s : Mev: 4 1948, 


Ee PROVINCE OF QUEBEC _ Te 


FOUR-AND-A-HALF PER CENT REGISTERED STOCK, 1954 
For the purpose of preparing the Interest Warrants due July 1, 1948. 
the BALANCES will be STRUCK on the eventing of June 1, 1948, after 
which date the stock will be transferred ex-diyidend.—For BANK of 
MONTREAL, A. D. HARPER, Manager, 47 Threadneedle Street, 
E.C.2. May 1, 1948. 





‘PROVINCE OF NEW BRUNSWICK 


FOUR PER CENT REGISTERED STOCK, 1949 
For the purpose of PstRUC Interest Warrants due July 1, 1948, 
the BALANCES will be on the evening of June 1, 1948, after 
which date the Stock nae transferred ex-dividend.—For BANK of 
eorees EAL, iid D. ARPER, Manager, 47 Threadneedle Street, 
ay 


et 





SUEZ Ca COMPANY __ 
Notice is hereby that. the Annual I General Meeting of Share- 
poy <4 + ~held at the ot salle @iéna,”’ 10, Avenue d’léna, Paris, 
June, 1948, at 2:36 p.m. 
on folders oF not less than twenty4ive shares who are desirous of bein 
present or represented at the meeting must prove at the Head Office 0 
the Company, 1, rue d@’Astorg, , before 2.30 p.m. on Thursday, 
3rd June, 1948, that they have deposited_their shares with the Company 
or. with any of the Company’s appointed 
Shares may be deposited ‘in London with Messrs. , N. M. Rothschild 
and’ Sons, whe eh in due course deliver a card of admission for the 


meeting. 
Le Directeur Général, MICHEL HOMOLLE. 


THE ALEXANDRIA WATER COMPANY, LIMITED 

| PAYMENT OF DIVIDEND _, 

N S HEREBY a _ a Dividend of Nine Shilli da 
Th Pence per £5 Share upon No..119 wilk be paid ‘without 
deduction itish Income ‘1 Tos ,o . to 1 Ee, ptian t and 
Alexandria Municipal Taxes oe % making 8s. * 347d. 
net on and after April 15, at Set tional Bank of Fey 
seper | at Rue Toussoun, or = he London at. 6, King William PEtreet, 


ts for the year ended December my 1947,- £188,600 Gast year 


£i its 
DATED, Alexanéria, meee e 4 
. 
WALTON, | Minager™ 











BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 by. te 


AUTHORISED CAPITAL aie ines wile Dae ans aig 
CAPITAL FULLY PAID as oon 
RESERVE FUND & BALANCE carried forward ode 
DEPOSITS & CREDIT BALANCES ' 

as at 28th February, 1948 ... wa £4 OTT SB 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branches throughout Scotland 


London Offices : 
CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W. 





B. W. BLYDENSTEIN & CO. 


Established 1858 





BANKERS 





54, 55 & 56, Threadneedle Street, London, E.C2 


CANADIAN PACIFIC RAILWAY COMPAN Y— (Incorporated i 
with Limited Liability) -CANADIAN PACIFIC RAILWAY FOU 
CENT. CONSOLIDATED DEBENTURE STOCK.—NEW BRUN 


RAILWAY FOUR PER CENT. DEBENTURE STOCK,—CALGARY 


EDMONTON RAILWAY FOUR PER CENT. DEBENTURE 
ATLANTIC AND NORTH-WEST RAILWAY FOUR PER aeons 
MORTGAGE REDEEMABLE DEBENTURE STOCK.—In preps 

the payment of the half-yearly interest wil be. coe on the Ist ae 

the above Stocks, the Transfer Books wil loved on 24th May 
will be reopened on 2nd July.—R. F. TREMAYNE, Deput Pr 
8 Waterloo Place, Pall Mah, Condon, sw 1, 23rd April, 1 


HE CROOKES LABORATORIES, ‘LIMITED, ‘Park Royal, NW, 
invite applications for the position of Genera! Manager. App 
should state fully their experience and achievements and addreas | 
communications (which will be treated in the strictest personal 
dence) to The Chairman, 3b Deans Yard, S.W.1. 


pe British Institute of Management invites applications fora . senior 
position on its Information and Research Staff, to spe 

Works and Production Management (including Factory [avout Blan 
ning and Production Control, Time and Motion Study, Inspection and 
Quality Control, Purchasing. Works Transport, and Ma ntenance O 
sation). pppricants must held University gree or ivalent q 

tions, and competent to compile information and ads rise, assist 
direction of research and education, deal with industrial and profe 
organisations, and edit text-books and other material for pula 





Salary £1,250 per annum or over, soecrens to experience.— Apay = 
yraes to ~e Director, British Institute of anagement, 17 Hill 
ndon, ‘ 


i AN (49), with long managerial experience in national sales, ac 

4 promotion and advertising, seeks suitable post. Analyste 

planning aspects of marketing a speciality, ee een and loyal 
service of full competence is offered.—Box 708. 


prortant ‘PROGRESSIVE ‘CHEMICAL CONCERN i invites ¢ 
tions for of General Manager. Salary £3,000 per 
upwards. Applicants must be fully conversant with modern come 
in the field of synthetic organic: chemical industry —Box 709. ieee 
1 hthdibieibast ae 
€ PANIES whose annual appropriations for publicity are in 
‘to £5,000 range, who believe that wisely used publicity « 
produce substantial benefits despite the natural limitations. of a 
appropriation, are served by an organisation which, for a small 
fee, provides the services of an experiénced blicity executive | 


full responsibility for the administration ef the expenditure and 
Preparation of all publicity matter--BCM/SYK, London, W 


— SALE.—Complete set. The Economist, 1947. £4,—Box. 710,, oT 


NORANDA MINES LIMITED | 














DIVIDEND NOTICE. “oa 
Notice is héréby given that an interim dividend of Seventy-five 
Cents»(§75) per share, payable in Canadian funds, has - 


declared by thé Directors of Noranda Mines Limited, payable 


une 15, 1948, to shareholders of ‘record at the oe i 
iness May 14, 1948, i 

Toronto, By Order of:the Board, ‘a 
April 23, 1948. J. R. BRADFIELD, $ i —- 
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